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Prospectus 
5,250,000 Common Shares of 


Northern Electric 


COMPANY, LIMITED 


With Warrants to purchase 
2,625,000 Common Shares of 


Bell Canada 


These securities are offered in Units only, each Unit consisting of one Common Share of Northern Electric 

Company, Limited (“Northern Electric”) and one-half of one Warrant of Bell Canada. A full Warrant is 

required to purchase one Common Share of Bell Canada. Of the 5,250,000 Units, 2,250,000 are being 

offered initially by underwriters in the United States and 3,000,000 by underwriters in Canada and Europe, 

Sect to transfers of Units between the two underwriting groups. See ‘Underwriting and Plan of 
istribution”’. 


The Warrants will be exercisable on or prior to June 30, 1977 at Cdn. $46 per share (subject to adjust- 
ment). Upon issuance the Warrants will trade separately from the Common Shares of Northern Electric 
and will be quoted in the over-the-counter market in the United States in 100 Warrant lots. 


The Common Shares of Northern Electric offered hereby are to be sold to the underwriters by Bell Canada. 
Northern Electric will not receive any of the proceeds. See “Principal Holder of Securities and Selling 
Shareholder”’. 


The Common Shares of Northern Electric and Bell Canada are listed on the Montreal, Toronto and 
Vancouver Stock Exchanges. There is no established trading market for either Northern Electric or Bell 
Canada Common Shares in the United States. On October 6, 1975, the closing sale price on The Toronto 
Stock Exchange of Common Shares of Northern Electric was Cdn. $26% and of Common Shares of Bell 
Canada was Cdn. $41. The offering price per Unit has been determined by agreement with the under- 
writers by taking into account primarily the market price of Common Shares of Northern Electric. 


Application has been made to list the Common Shares of Northern Electric on the New York Stock 
Exchange. 
THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND 


EXCHANGE COMMISSION NOR HAS THE COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY 
OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


Price to Underwriting Proceeds to 
Public Commission Bell Canada (1) 
Units Initially Offered 
in United States (2) 
Per Unit U.S. $25.85 U.S. $1.22 U.S. $24.63 
Total U.S. $58,162,500 U.S. $2,745,000 U.S. $55,417,500 
Units Initially Offered 
in Canada 
Per Unit Cdn. $26.50 Cdn. $1.25 Cdn. $25.25 
Total Cdn. $79,500,000 Cdn. $3,750,000 Cdn. $75,750,000 


1. Before deduction of expenses payable by Bell Canada estimated at Cdn. $580,000. Northern Electric will not pay any expenses 
in connection with this offering, other than for preparation of stock certificates and fees and expenses of listing on the 
New York Stock Exchange. 

2. The price to the public of any additional Units which may be offered in the United States during the initial distribution will 
be the same as the Units initially offered. 

3. For information concerning indemnification of the underwriters and possible gain or loss on currency conversions, see 
“Underwriting and Plan of Distribution”. 


The Units offered in the United States are offered when, as and if purchased by the U.S. Under- 
writers named within, subject to prior sale or withdrawal, cancellation or modification of the offer without 
notice, and subject to the approval of certain legal matters by counsel. It is expected that delivery of the 
securities comprising the Units will be made on or about October 22, 1975 at the office of Salomon 
Brothers, One New York Plaza, New York, New York. 


Salomon Brothers Merrill. Lynch, Pierce, Fenner & Smith 
Incorporated 
A. E. Ames & Co. | Wood Gundy 
Incorporated Incorporated 


The date of this Prospectus is October 7, 1975. 


IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE UNITS, THE 
COMMON SHARES AND WARRANTS TO PURCHASE COMMON SHARES OF NORTHERN ELECTRIC 
AND THE WARRANTS TO PURCHASE COMMON SHARES, THE COMMON SHARES AND CON- 
VERTIBLE PREFERRED SHARES OF BELL CANADA, AT LEVELS ABOVE THOSE WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH TRANSACTIONS MAY BE EFFECTED ON 
THE MONTREAL, TORONTO AND VANCOUVER STOCK EXCHANGES OR IN THE UNITED STATES 
OR CANADIAN OVER-THE-COUNTER MARKETS. SUCH STABILIZING, IF COMMENCED, MAY BE 
DISCONTINUED AT ANY TIME. 


Until January 5, 1976 (90 days after the date of this Prospectus), all dealers effecting transactions in the 
registered securities, whether or not participating in this distribution, may be required to deliver a Prospectus. 
This is in addition to the obligation of dealers to deliver a Prospectus when acting as U.S. Underwriters and with 
respect to their unsold allotments or subscriptions. 


Unless otherwise indicated, dollar amounts in this Prospectus are expressed in Canadian dollars. 
Since June 1, 1970 the Government of Canada has permitted market forces to establish the exchange rate of the 
Canadian dollar against the U.S. dollar. The high and low spot rates for the U.S. dollar in Canada for the period 
June 1, 1970 through October 6, 1975, as reported by the Bank of Canada, were 1.0469 and 0.9576, respectively. 
On October 6, 1975 the noon spot rate, as reported by the Bank of Canada, was 1.0256 (U.S. $1 equals 
Cdn. $1.0256). 


Northern Electric and Bell Canada are Canadian corporations. Most of Northern Electric’s and Bell Canada’s 
directors and officers and the experts named herein are residents of Canada, and substantially all of Northern 
Electric’s and Bell Canada’s assets are located outside the United States. As a result it may be difficult for investors 
to effect service within the United States upon Northern Electric or Bell Canada or upon such directors, officers and 
experts, or to realize against them or the assets of Northern Electric or Bell Canada upon any judgments of courts 
of the United States predicated upon civil liabilities under the United States Securities Act of 1933, as amended. 
Mr. Clive V. Allen, General Counsel of Northern Electric, and Mr. Guy Houle, General Counsel of Bell Canada, 
have advised that there is doubt as to the enforceability in Canada of liabilities predicated solely upon such 
Securities Act. 
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PROSPECTUS SUMMARY 

The following is a selective summary of certain information about Northern Electric and its sub- 
sidiaries and Bell Canada and its subsidiaries. This Prospectus Summary is not complete in itself. 
More detailed information about Northern Electric and its subsidiaries and Bell Canada and its subsidiaries 
can be found elsewhere in this Prospectus. 

THE OFFERING 

The securities offered by this Prospectus are Units consisting of one Common Share of Northern Electric 
and one-half of one Warrant of Bell Canada. A full Warrant is required to purchase one Common Share 
of Bell Canada at the exercise price of Cdn. $46 per share on or prior to June 30, 1977 (subject to adjust- 
ment). 3,000,000 Units are being offered by underwriters in Canada and in Europe and 2,250,000 Units by 
underwriters in the United States, subject to transfers of Units between the two underwriting groups. 

The net proceeds from the offering will form part of the general funds of Bell Canada and will be used 
for capital expenditures and working capital. Northern Electric will not receive any of the proceeds from 
the sale of the Units. 


NORTHERN ELECTRIC AND BELL CANADA 

Northern Electric, at present owned 89% by Bell Canada and 11% by the public, manufactures a 
broad range of telecommunication equipment for sale in Canada as well as various other countries, primarily 
to the telephone industry. Northern Telecom, Inc. (“NTI’’), a wholly-owned subsidiary of Northern 
Electric, manufactures and sells telecommunication equipment in the United States. Subsidiaries of Northern 
Electric distribute a wide range of electrical and industrial products. In 1974 about 46% of Northern 
Electric’s consolidated sales were to purchasers not affiliated with Bell Canada or its subsidiaries. After the 
offering and assuming the exercise of all outstanding warrants to purchase Northern Electric Common 
Shares, Bell Canada will own approximately 62% of the outstanding Common Shares of Northern Electric. 

Bell Canada and its telephone subsidiaries, the largest Canadian supplier of telecommunication services, 
operate about 70% of Canada’s telephones and have over 95% of the telephones in their service area. As 
members of the Trans-Canada Telephone System, they participate in the operation of a coast-to-coast 
microwave radio relay network of more than 37,500 miles, of which over 17,000 miles are within their 
service area. 

Bell-Northern Research Ltd., jointly owned by Bell Canada and Northern Electric, is Canada’s largest 
industrial research and development organization, carrying out research, design, development, long-range 
planning and systems engineering in all fields of telecommunications. 

The map below depicts the service area of Bell Canada and its telephone subsidiaries and Northern 
Electric’s and NTI’s principal manufacturing plants and research centres located in North America. 
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NORTHERN ELECTRIC AND SUBSIDIARIES 
The follewing tables set forth certain financial information for Northern Electric and its subsidiaries: 


(thousands of dollars) 


Year ended Six months ended 
December 31, June 30, 


1970 1974 1974 1975 


$563,611 $970,711 $459 977 $546,151 
Working Capital* $188,269 $283,129 $220,887 $303,832 
Total Assets* $371,446 $567,795 $565,896 $639,006 
Total Long Term Debt* $ 78,913 $104,547 $ 67,709 $102,928 
Total Equity* (including minority interest) $192,410 $288,944 $273,877 $319,810 
Capital Expenditures $ 20,924 $ 33,728 $ 18,005 $ 12,570 


*At end of period. 


Six months ended 
Year ended December 31, June 30, 


1970 1971 1972 1973 1974 1975 


Net Earnings (millions) $4 $13 $20 $32 $29 $37 

Earnings per Common Share (before extraordinary items) ** $0.21 $0.54 $0.86 $1.35 $1.10 $1.48 
Dividends Declared per Common Share** $0.375 $0502 $0.50 $0.50 $0.25 $0.30 
Equity per Common Share (at end of period) ** $7.77 $7.80 $8.15 $9.37 $10.22 $11.97 


**Reflects 13 for 1 subdivision of Common Shares on October 24, 1973. 


BELL CANADA AND SUBSIDIARIES 


The following tables set forth certain financial information and operational statistics for Bell Canada 
and its subsidiaries (including Northern Electric and its subsidiaries) : 


(thousands) 


Year ended Six months ended 
December 31, June 30, 


1970 1974 1974 1975 


Operating revenues $1,058,511 $1,693,380 $ 816,698 $ 936,138 
Sales revenues — manufacturing and distributing 563,611 972 226 460,840 546,887 
$1,622,122 $2,665,606 $1,277,538 $1,483,025 

Working Capital* $ 187,767 $ 309,572 $ 270,580 $ 384,884 
Total Assets* $3,835,807 $5,820,597 $5,478,819 $6,289,063 
Total Debt* $1,662,253 $2,444,143 $2,259,438 $2,627,441 
Total Equity* (including minority interest) $1,733,316 $2 357,041 $2,222,390 $2,562,030 
Capital Expenditures $ 481,402 $ 982,992 $ 446,104 $ 552,380 
Telephones in service* 6,780 8,566 8,307 8,731 
Long distance messages 326,000 522,000 250,000 275,000 
Employees*—Northern Electric and subsidiaries 25 24 26 23 
—Bell Canada and other subsidiaries 45 59 58 59 


*At end of period. 


Six months ended 
Year ended December 31, June 30, 


1970 1971 1972 1973 1974 1974 1975 


Net Income Applicable to Common Shares (milliens) .... $ 127 $ 142 $ 162 $191 $ 207 $ 109 $ 104 
Earnings per Common Share (before extraordinary items) $3.50 $387 $444 $504 $557 $295 $ 2.78 

Assuming full conversion of Convertible Preferred Shares $349 $382 $432 $486 $5384 $282 §$ 2.66 
Dividends Declared per Common Share $250 $265 $265 $285 $312 $156 $41.72 
Equity per Common Share (at end of period) $42.50 $43.60 $45.30 $47.79 $50.10 $49.18 $50.94 


USE OF PROCEEDS BY BELL CANADA 


The net proceeds from the sale of the 5,250,000 Units, estimated at Cdn. $132,006,000, will be 
received by Bell Canada. They will form part of the general funds of Bell Canada and, after Canadian capital 
gains tax, will be used to pay for part of Bell Canada’s expenditures for the acquisition and construction of 
additions and improvements to its telecommunication system and to provide additional working capital. It is 
anticipated that any funds received on exercise of the Warrants will be used for the same purposes. See “Capital 
Expenditures” of Bell Canada on page 30. 


For further information with respect to Bell Canada, see “Bell Canada”. The Consolidated Income Statement 
of Bell Canada and Subsidiary Compames, the Notes thereto and Management’s Discussion and Analysis thereof 


are on pages 34-37. 
Northern Flectric 


COMPANY, LIMITED 


Northern Electric Company, Limited (‘Northern Electric’) was incorporated under the laws of Canada by 
letters patent dated January 5, 1914 and is a subsidiary of Bell Canada, a Canadian corporation which is the 
largest supplier of telecommunication services in Canada. Northern Electric and its subsidiaries manufacture a 
broad line of telecommunication equipment for sale throughout the world, primarily to the Canadian telephone 
industry. NTI, a wholly-owned subsidiary of Northern Electric, manufactures and sells telecommunication 
equipment in the United States. In 1974, approximately 11% of consolidated sales of Northern Electric were in the 
United States and 4% outside Canada and the United States. Nedco (1975) Ltd., a wholly-owned subsidiary of 
Northern Electric, and its subsidiaries distribute in Canada a wide range of electrical and industrial products. 
In 1974, about 46% of Northern Electric’s consolidated sales were to purchasers not affiliated with Bell Canada 
or its subsidiaries. 


In December 1973, Northern Electric, then a wholly-owned subsidiary of Bell Canada, offered publicly in 
Canada 2,600,000 authorized but unissued Common Shares. In October 1974, Bell Canada sold 2,000,000 warrants, 
exercisable prior to December 1, 1979, enabling holders to purchase from Bell Canada 2,000,000 Common Shares 
of Northern Electric at $21.50 per share. At July 31, 1975 Bell Canada owned approximately 89% of the 
outstanding Common Shares of Northern Electric and after completion of the offering of 5,250,000 Units and 
assuming exercise of outstanding warrants (1,998,724 at September 30, 1975), approximately 62% of Northern 
Electric’s Common Shares will be owned by Bell Canada. It is the intention of Bell Canada to maintain effective 
control of Northern Electric. 


Northern Electric’s head office is at 1600 Dorchester Boulevard West, Montreal, Quebec, Canada H3H 1R1; 
telephone number (514) 931-5711. 


DIVIDENDS AND PRICE RANGE OF COMMON SHARES OF NORTHERN ELECTRIC 
During the five years ended December 31, 1974 and the six months ended June 30, 1975, Northern Electric paid 
dividends on its Common Shares as follows: 


Aggregate Per Share (1) 
19702. eg OO8 SD. ee ee $ 8,836,000 $0.375 
1971) Pet SS ee eee 11,832,000 ‘?) 0.502 
197232 8 2 es eee eee 11,781,000 0.50 
1973: 6h tee ee eee 11,781,000 0.50 
1974.50. 2 a ee ee 13,735,000 0.525 
1975 (81x Months)< - Ge eee 7,927,000 0.30 


1. Reflects 13 for 1 subdivision of Common Shares on October 24, 1973. 
2. Includes special non-cash dividend of $51,000 equal to $0.002 per share. 

Northern Electric paid its third quarter dividend of $0.15 per share on September 30, 1975. While Northern 
Electric intends to pursue a policy of paying regular quarterly dividends to the holders of its Common Shares, the 


level of future dividends will be decided upon by the Directors of Northern Electric in the light of conditions 
from time to time. (See “Canadian Taxes” under “Taxes” for information as to Canadian withholding taxes.) 


6 


Common Shares of Northern Electric were offered publicly in Canada for the first time on December 4, 1973 


at a price of $15 per share. The shares were listed on the Montreal, Toronto and Vancouver Stock Exchanges in 
January 1974. Prior to this offering there has been no established trading market for the Common Shares of 
Northern Electric in the United States. The following table sets forth the high and low closing sale prices on the 
Montreal and Toronto Stock Exchanges of the Common Shares of Northern Electric for the periods indicated: 


Montreal Toronto 
Year | High = Low = High = Low 
1974 First Quarter (from date of listing) ....................... $221, $15% $2234 $1514, 
PECOHCMOUAT LER neta Bare Richness then BBO et i BOk Howse 2314 1934 2334 19% 
CONIA GRL EIEN G27 2 OR ee 25 1914, 25144 1914 
PQUEiMOmer Lear ge OS. ie eNOS woke ears g 22 1444 221, me 1454 
BENT EEC IQEC CEO Py (Oe te 8. ce ee oe Gf Sk dnd boas we La 231% 1634 235% 164% 
BieeOTNCECUUATCOD ce od apts SRNR PR I, sige ns, mae 29 211% 2912 21% 
Binire Carter. Samy. BNE eae 8 wes, Bae 313% 2614 313% 26 
MicLober (unrougn OCtoner 6) cb hs oso ok eee ter eee 271% 2614 271% 261% 


On October 6, 1975, the closing sale price on The Toronto Stock Exchange was $2614 (equivalent to USS. 


$25.84 based on the noon spot rate as reported by the Bank of Canada). 


CONSOLIDATED CAPITALIZATION OF NORTHERN ELECTRIC 
AND SUBSIDIARY COMPANIES 


(dollars in thousands) 


Authorized Outstanding (1) 
LONG TERM DEBT June 30, 1975 July 31, 1975 
(including current portion) (2) (3) 
PeeLROrnUsICCLTiC see - <., «5's acti: © « otiarde 2 0 2 Fs $ 94,255 $ 59,255 
pubsidiarysCompaniesit, ....i65 52... . tile... 38 11,880 3,151 
Total Long Term Debt...................... 106,135 62,406 
EQUITY 
Northern Electric 
Common Shares without nominal or par value ... (4) 158,982 158,982 
(26,469,287 shs.) (26,469,287 shs.) 
Fuecainedsiearniimvsis Se). < .sn hp. Sanageg odes ss 157,842 157,842 (5) 
Applicable to Common Shares of ee. Sr eee 
Northern Electric ....................... 316,824 316,824 
Minority interest in Subsidiary Companies ........ 2,986 ; 2,986 (5) 
ORE PUL Cie te Rtott ts esta rol: Mack oF thal 319,810 319,810 
Commitments (6) 
TOTAL CONSOLIDATED CAPITALIZATION .............. $425,945 $382,216 
Notes: 
1. Northern Electric and its subsidiaries will not receive any part of the proceeds from the sale of its Common 


2. 


on 


Shares offered by this Prospectus. All such proceeds will be received by Bell Canada. 

Excludes amounts due to banks of $31,625,000 at June 30, 1975, of which $10,296,000 represents interest 
bearing short term debt of a subsidiary used for working capital purposes and the remainder disbursement 
cheques in transit. 


. For details of long term debt, reference is made to Notes 5 and 15 of the Notes to Consolidated Financial 


Statements of Northern Electric and Subsidiary Companies. 


. Northern Electric’s authorized capital consists of 39,000,000 Common Shares without nominal or par value 


for an aggregate value not exceeding $225,000,000. 


. As of June 30, 1975. 
. For details of commitments, reference is made to Lease Commitments in Note 7 of the Notes to Consolidated 


Financial Statements of Northern Electric and Subsidiary Companies. 


7 


CONSOLIDATED STATEMENT OF EARNINGS OF 


NORTHERN ELECTRIC AND SUBSIDIARY COMPANIES (Note A) 


The following Consolidated Statement of Earnings of Northern Electric and its subsidiary companies for the 
five years ended December 31, 1974, and for the six months ended June 30, 1974 and 1975, has been examined by 
Touche Ross & Co., independent chartered accountants, whose report is included elsewhere herein. The results 
for the six months ended June 30, 1975 are not necessarily indicative of the results that will be realized for the 
full year. This statement should be read in conjunction with the other financial statements and related notes 


included elsewhere herein. 


1970 
Sales CNote: B)e- 45-440 eee eee $563,611 
Less: Cost ‘oftsales' i... 8. Sie. eae Re 469,827 
Selling, general and administrative 
EXDESES ere ee nen tee Ree ee 51,691 
Research and development expenses .... 30,996 
otal ty (aay Seeckees Ser be. he eee ee 552,514 
Earnings from Operations .................. 11,097 
Income from investments ...................-. 1,562 
12,659 
Interest charges: 
LOPS THM, ao wls osaudagaced sae ouvvaseee 4,313 
Others seers re Renee 792 
TO tale sci ce Ee eee Te ae 5,105 
Earnings before Underlisted Items ........ 7,554 
Provision for income taxes (Note C) ......... 5,290 
2,264 
Minority interest in net loss (profit) of 
subsidiary companies before extraordinary 
Items’: Sc REN Oh eh ee eee a 2,761 
Earnings before Extraordinary Items ...... 5,025 
Extraordinary items (Notes A and D) ........ (958) 
Net-Earningsecn 3 ote ee $ 4,067 
Earnings per Common Share* 
—before extraordinary items .............. $0.21 
—after extraordinary items ............... $0.17 
*Based on average number of Common Shares 
outstanding (thousands) (Note 6) ........ 23,562 
Dividends Declared per Common Share .... $0.375 


(thousands of dollars) 
Year ended December 31, 
1971 1972 1973 1974 


$576,296 $534,313 $612,821 $970,711 
465,623 405,425 452,111 725,289 


52,017 55,039 66,622 95,151 
29,677 28,039 32,656 44,110 
547,317 488,503 551,389 864,550 
28,979 45,810 61,432 «106,161 
1,309 2,080 3,816 2,945 
30,288 47,890 65,248 109,106 
5,439 5,328 5,045 4,605 
279 308 1,545 3,114 
5,718 5,636 6,590 7,719 
24,570 42,254 58,658 101,387 
14,470 23,608 30,611 50,663 
10,100 18,646 28,047 50,724 
2,511 1,649 3,983 3,029 
12,611 20,295 32,030 53,753 
= (197) aa = 


$ 12,611 $ 20,098 $ 32,030 $ 53,753 


Six months ended 
June 30, 


1974 


$459,977 
338,637 


43,203 
19,649 
401,489 
58,488 
2,417 
60,905 


2,648 
1,308 
3,956 

56,949 
28,539 
28,410 


423 
28,833 


$ 28,833 


1975 


$546,151 
398,716 


50,716 
23,602 
473,034 
73,117 


$0.54 $0.86 $1.35 $2.05 
$0.54 $0.85 $1.35 $2.05 
23,562 23,562 23,671 26,164 
$0.502 $0.50 $0.50 $0.525 


Note references are to Notes to Consolidated Statement of Earnings of Northern Electric and Subsidiary Companies 


and to Notes to Consolidated Financial Statements of Northern Electric and Subsidiary Companies. 


NOTES TO CONSOLIDATED STATEMENT OF EARNINGS OF 
NORTHERN ELECTRIC AND SUBSIDIARY COMPANIES 


These notes should be read in conjunction with the Notes to Consolidated Financial 
Statements of Northern Electric and Subsidiary Companies. 


A. Disposal of a Segment of a Business 


The extraordinary item of $2,723,000 for the six months ended June 30, 1975 represents a provision for 
estimated costs of the winding-down of the semiconductor business of Microsystems International 
Limited (“Microsystems”). This presentation is in accordance with Canadian reporting practices. 


Under US. practices, the disposal of a segment of a business requires different reporting; however, Net 
Earnings and Earnings per Common Share are identical under both Canadian and US. reporting 
practices. The classification of this item as a “disposal of a segment of a business” under US. reporting 
practices would have resulted in the following revised figures in the Consolidated Statement of Earnings: 


1970 
Sales — as reported .................... $563,611 
Less: Sales of discontinued operations . . 228 
Sales of Continuing Operations ........ $563,383 
Net Earnings from Continuing Operations 9,316 
Discontinued operations (net of minority 
interest) — 
Loss from operations of discontinued 
IUISLTNC SS tame rte tet Oe eee acca est tne Oe 5,249 
Loss on winding-down of discontinued 
business (net of income taxes of $2,100) = 
5,249 


Net Earnings 


Earnings per 


(thousands of dollars) 


Year ended December 31, 


Six months ended 


Common Share (after 


OHH ORONTAH AY INKEEAS)) 4 song onocensooaene 


June 30, 
1971 1972 1973 1974 1974 1975 

$576,296 $534,313 $612,821 $970,711 $459,977 $546,151 
1,542 7,843 15,951 23,012 14,012 4,850 
$574,754 $526,470 $596,870 $946,999 $445,965 $541,301 
16,479 22,631 38,071 62,158 30,523 40,975 
3,868 2,533 6,041 8,405 1,690 1,709* 

= me #3 oe au 2,723 
3,868 2,533 6,041 8,405 1,690 4,432 

$ 32,030 $ 53,753 $ 28,833 $ 36,543 

$0.70 $0.97 $1.61 $2.38 $1.17 $1.55 
$(0.16) $(0.12) $(0.26) $(0.33) $(0.07) $(0.17) 
$0.54 $0.85 $1.35 $2.05 $1.10 $1.38 


— From continuing operations ......... $0.40 
— From discontinued operations (losses) $(0.23) 
SSINGSis [BANAT 5 obeadeodocsSéobnoonens $0.17 


*Net of income taxes of $1,131. See Note 1 — Income Tazes 


B. Sales comprise: 


Sales to: 
Bell Canada 


Telephone subsidiaries of Bell Canada .............. 


Sub-total 


Saillesetonotherspeysretnere seca ANS nee Lama Ba caer 
MOba WS Sales eck eet i wh Rien eS nny ae Bb raat, 


(thousands of dollars) 
Six months ended 


__Year ended December 31,__ 


1972 1973 
$297,983 $316,983 
22,231 29,406 
320,214 346,389 
214,099 266,432 


$534313 $612,821 


1974 


__ June 30, 
1974 1975 
$226,859 $278,930 
26,552 36,241 
253,411 315,171 
206,566 230,980 
$459,977 $546,151 


C. Provision for Income Taxes 


Northern Electric and subsidiaries’ effective income tax rate as determined from the Consolidated Statement 
of Earnings (aggregate income taxes divided by the sum of aggregate income taxes and net earnings) 
was different from the statutory (Canadian Federal and Provincial) income tax rate for each of the 
periods shown and the differences are attributable to the following factors: 


Six months ended 


__ Year ended December 31,__ June 30, 
1972 1973 1974 1974 1975 
Statutorysincomestaxerate sss eee eer 48.5% 51.0% 52.5% 51.3% 51.5% 
i) Reduction of Canadian Federal taxes applicable to 
manufacturing prohits see ree eee een nent — (8.2) (9.2) (8.5) (9.5) 
ii) Net loss of subsidiaries (including investment write- 
off) not allowed as an expense for tax .............. 58 82 84 5.1 ital 
iii) Difference due to minority interest in net (loss) 
prohitwot subsidiaries sale eres see eee emer ence (2.0) (3.2) (1.5) (0.4) 0.2 
iv) Other miscellaneous differences between the calcula- 
tions of taxable income and book income before taxes 18 11 (1.7) 22 (0.3) 
54.1 48.9 48.5 49.7 43.0 
Bxtraordinarysitemsi eee eee eee eae eee (3.0) a —- — = "FOG 
Hffectivesincome, taxaratess see eee ree 51.1% 48.9% 48.5% 49.7% 43.6% 


Details of provision for income taxes are as follows: 


(thousands of dollars) 
Six months ended 


__ Year ended December 31,_ June 30, 
1972 1973 1974 1974 1975 
Current 2, AU ce SUR 2 ee $ 22,936 $32,955 $50,935 $30,480 $ 32,563 
Deferred: stderr sobre een ee ECE Ce eee 672 (2,344) ( 272) (1,941) (2,240) 
Total provision for income taxes .................... $ 23,608 $ 30,611 $ 50,663 $ 28,539 $ 30,323 
D. Extraordinary Items 
a) 1970 
Provision for loss on short term investment net of minority interest ($.04 per 
Conmmon: Share) so: 6 occ. -ss chavs hae e Oe ace ee $ (958,000) 
b) 1972 


1) Gain on sale of land and buildings (at independent appraisal value of $5,050,000) 
to Bell Canada, the parent company, less applicable income taxes of $99,000 
(3.11. per Common Share): sac ogee Ss eee $ 2,685,000 


2) Provision for cost due to relocation of manufacturing operations, less applicable 
income taxes of $2,704,000 ($.12 per Common Share) ........................ (2,882,000) 
$ (197,000) 


c) 1975 


Provision for estimated costs of winding-down of semiconductor business of Micro- 
systems, less applicable income taxes of $2,100,000 and minority interest of 
$177,000 ($.10 per Common Share) (see Note A) .................. 0.0. eee eee $ (2,723,000) 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF CONSOLIDATED 
STATEMENT OF EARNINGS OF NORTHERN ELECTRIC AND SUBSIDIARY COMPANIES 

Sales increased 14.7% in 1973 over 1972, 58.4% in 1974 over the previous year and 18.7% for the six months 
ended June 30, 1975 over the same period in 1974. (Management considers that the sales increase in 1974 over 1973 
may have been accentuated to some degree by the effects of a strike in mid 1973 at its Canadian plants.) Sales 
increases resulted principally from higher sales volume of established company manufactured products and 
successful introduction of several newly developed products, including the SP-1 electronic switching system and 
electronic private automatic branch exchange systems, together with various price increases. Penetration into new 
markets, particularly in the United States, together with an increased share of the higher level of expenditures 
incurred by certain major customers, especially in 1974, also accounted for a significant increase. In addition, sales 
of non-company manufactured products increased substantially over the period. 

Cost of sales increased by 11.5% in 1973 over 1972, 60.4% in 1974 over the previous year and 17.7% for the six 
months ended June 30, 1975 over the same period in 1974, but remained virtually unchanged in relation to sales. 
During this period unit costs of materials and labour escalated as a result of inflation but offsets resulted from 
the phase-out of obsolete products and inefficient facilities together with improved control of operations through 
decentralization. In 1973 these actions more than offset the increase in unit costs of materials and labour 
resulting in a reduction of approximately 2% in the ratio of cost of sales to sales compared with 1972. 

The number of employees increased only moderately over the period January 1, 1972 to June 30, 1975, from 
21,723 to 22,808, with the result that sales per employee rose from $26,020 in 1972 to $40,573 in 1974 (based on 
the average of the beginning and ending numbers of employees in each year) and has increased to $23,141 for 
the six months ended June 30, 1975 from $18,627 for the same period in 1974. 

Return on shareholders’ equity (net earnings divided by the average of the beginning and ending shareholders’ 
equity for each year) increased from 10.7% in 1972 to 14.6% in 1973 and to 20.3% in 1974 and has increased 
to 24.2% on an annual basis for the six months ended June 30, 1975, compared with 22.4% on an annual basis 
for the same period in 1974. Return on investment employed (net earnings plus the after tax cost of interest on 
long term debt divided by the average of the beginning and ending totals of long term debt and shareholders’ equity 
for each year) increased from 8.6% in 1972 to 11.9% in 1973 and to 15.9% in 1974 and has increased to 19.1% on 
an annual basis for the six months ended June 30, 1975, compared with 18.5% on an annual basis for the same 
period in 1974. 

On the basis of information available to date, management estimates that net earnings for the third quarter 
of 1975 increased over net earnings for the third quarter of 1974, although the percentage increase was lower than 
for the first six months of 1975 as compared with the first six months of 1974. Management also estimates that, 
after adjustments for results from discontinued operations of a subsidiary, sales and earnings from continuing 
operations for the third quarter of 1975 were approximately equal to sales and earnings from continuing operations 
for the comparable period in 1974. 

Other Items 

Selling, general and administrative expenses increased 42.8% in 1974 over 1973 and 17.4% for the six 
months ended June 30, 1975 over the same period in 1974. These increases resulted principally from an increase 
in the number of employees in this category as a result of growth together with inflation-related increases in 
compensation costs. 

Research and development expenses increased 35.1% in 1974 over 1973 and 20.1% for the six months ended 
June 30, 1975 over the same period in 1974 principally as a result of inflation-related compensation increases 
during the period 1973 to June 30, 1975 together with increased product development activity, which accelerated 
significantly in 1974. 

Income from investments fluctuated in relation to the availability of cash and varying interest rates. 

Interest charges increased during the period 1973 to June 30, 1975 due principally to higher borrowings to meet 
business needs coupled with fluctuating interest rates trending upward. 

Provision for income taxes increased significantly in 1974 over 1973 due principally to higher earnings subject 
to such taxes. 

Minority interest in net loss increased in 1973 over 1972 due to the substantially higher loss of a 
subsidiary and decreased in 1974 due principally to higher earnings of another subsidiary. 

Supplementary Information — Statement of Earnings 

Maintenance and repairs increased 62.3% in 1974 over 1973 and 27.7% for the six months ended June 30, 1975 
over the same period in 1974 as a result of increased manufacturing activities and facilities. 

Depreciation increased 55.5% in 1974 over 1973 as a result of.increased manufacturing facilities and upward 
adjustment to depreciation rates to recognize reductions in the expected useful lives of certain types of machinery 
and equipment, as well as providing fully for certain items considered by management to be surplus to requirements. 

Payroll tax increases in 1973 over 1972 and 1974 over 1973 resulted from the increase in payroll costs due to 
higher labour rates and a slightly increased number of employees. 

Increases in rental expenses in 1973 over 1972 and 1974 over 1973 are attributable principally to additional 
leased space required to meet increased manufacturing, distributing and marketing activities. 
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BUSINESS OF NORTHERN ELECTRIC AND ITS SUBSIDIARIES 


Northern Electric is the largest telecommunication equipment manufacturer in Canada. During the 1960’s 
Northern Electric established itself in international markets. About 15% of its consolidated sales in 1974 were 
outside Canada. Northern Electric, through its subsidiaries, is one of the largest distributors of electrical and 
industrial products in Canada. Sales (broken down by principal product groups) and contribution to profits 
(earnings before income taxes, minority interest and extraordinary items) attributable to manufacturing and 
distributing of Northern Electric and its subsidiaries have been as follows: 


(thousands of dollars) 
Six months ended 
ps Year ended December 31, __ June 30,____ 
1970 © tort = ag72) 0S isis azar 
Sales 
Manufacturing (1) 
Switching "0.4 Ree ee $187,713 $178,753 $161,210 $177,122 $313,705 $146,369 $197,935 
Wire ‘and’ cablewiei: tents penis 143,901 135,561 119,388 137,551 190,815 93,921 93,016 
Subscriber apparatus and business 
communications systems ........ 86,880 94,953 106,707 117,401 181,378 89,188 98,797 
Transimission® 5). ceeeer eo eee 45,231 65,114 56,049 69,556 103,208 46,991 74,438 
Other sae yoke a eee net ane 228 1,542 8,117 16,056 23,676 15,030 6,370 
463,953 475,923 451,471 517,686 812,782 391,499 470,556 
Distnibuting ee Matec e eee ee 99,658 100,373 82,842 95,135 157,929 68,478 75,595 


Contribution to Profits 
IV icainranbare toni CL) $ 4,618 $ 23,470 $ 40,149 $ 54,670 $ 93,051 $ 53,235 $ 66,509 
ASG OU Cin oa eee ee eae teen ea eae 2,936 1,100 2,105 3,988 8,336 3,714 Baie 


1. Includes sales and contribution to profits of Northern Electric manufactured products distributed by subsidiaries. 


Manufacturing 


Telecommunication products manufactured by Northern Electric include equipment and apparatus (central 
office switching equipment, subscriber apparatus and business communications systems and transmission equip- 
ment) and wire and cable. 


Switching equipment is used in telephone exchanges to connect both local and long distance calls. The latest 
generation of switching equipment uses computer control techniques and electronic circuitry. In late 1971, 
Northern Electric placed in commercial service the first electronic switching system in the SP-1 family of stored 
program computer controlled electronic switching systems and had installed 60 such systems by the end of 
June 1975. From the date of the first order in 1969, the cumulative number of SP-1 systems ordered to 
June 30, 1975 was 131 at a value of approximately $363,000,000 with a significant number being from telephone 
operating companies in the United States. Open orders at June 30, 1975 amounted to approximately $187,000,000. 


Subscriber apparatus is the equipment used on the subscriber’s premises and consists mainly of telephone sets 
and peripheral devices such as speaker units. Northern Electric manufactures dial telephones, key telephone 
sets, push-button telephones that can also serve as computer input devices, CONTEMPRA™® telephones, and 
CENTURION% single-slot coin telephones. The LOGIC* multiline station equipment series provides plug-in 
facilities for telephone accessories such as loud-speaking units. COMPANION™ handsfree units, introduced in 
1973, are designed for both the residential and business markets. 


Northern Electric manufactures business communications equipment including data systems, key telephone 
systems, intercom systems, cordless switchboards, manual and private automatic branch exchanges and other 
specifically designed equipment employing new technological developments such as microcircuits. PULSE*, a fully 
electronic private automatic branch exchange (EPABX) introduced in 1972, and SL-1, a larger digital EPABX 
now being introduced, are examples of such developments. 


*denotes trademarks. 
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Transmission equipment carries telecommunication traffic between central exchanges. It includes microwave 
radio circuits, satellite communications systems and electronic equipment used with cables. Northern Electric 
produces a broad line of high performance transmission systems, including multiplex, microwave radio, cable 
carrier and line equipment. For example, the MA-5 multiplex combines up to 2700 voice channels on a single 
transmission path. Northern Electric has introduced several new products such as the RA-3 microwave radio for 
long-haul, heavy-route microwave systems, which is in widespread use in Canada and has been ordered by Western 
Union Telegraph Company and by RCA Alascom in the United States. Another new product, the LD-4 digital 
coaxial carrier system, provides 20,000 two-way voice channels on a 12-tube coaxial cable. The first major LD-4 
system has been installed for the new, high-capacity Montreal-Ottawa-Toronto communications route. 

Northern Electric has supplied communications equipment for the international INTELSAT IV series of 
satellites and for the Anik Canadian domestic satellites. Equipment has been delivered for United States 
domestic satellite systems, including four communications platforms for Western Union Telegraph Company, and 
is currently being manufactured for the Indonesian satellite. 

Wire and cable is produced for telephone operating companies as well as the electrical power industry and 
ranges from telephone wires to high-capacity communications transmission cable. Northern Electric operates its 
own rod rolling mill. Power cables, composite coaxial cables, switchboard cables, pulp-insulated exchange cables 
and polyethylene insulated cables are manufactured for a variety of users. 

Other products are manufactured for use in the installation and connection of wire and cable including 
terminals and closures, loading devices, protectors, heat coils, back boards and cases. 


Markets 
Canada 

The primary market in Canada for telecommunication equipment consists of telephone operating companies 
connecting about 12.7 million telephones, of which Bell Canada and its subsidiaries account for about 70%. In 1974, 
more than 760,000 telephones were added to the Canadian network, and in the five year period ended December 31, 
1974 the number of telephones in Canada increased from 9 million to about 12.4 million. 

Expenditures on telephone sets represent a small part of the overall annual capital expenditures by telephone 
operating companies. Industry statistics show that in Canada in 1974 telephone companies spent more than 
$1,800 for each new telephone added. While this amount includes the cost of buildings, vehicles and other items, 
most of the expenditures are for telecommunication equipment. Spending by Canadian telephone companies as 
evidenced by construction and equipment expenditures rose from $653 million in 1969 to $1,437 million in 1974. 

Bell Canada and its telephone subsidiaries are in the aggregate Northern Electric’s largest customer. At 
June 30, 1975 Bell Canada and its telephone subsidiaries had on order from Northern Electric, for future delivery, 
equipment and materials with a total sales value of approximately $223 million and Northern Electric had orders 
from third parties of approximately $233 million. Approximately 60% of these orders is expected to be delivered 
in 1975. At June 30, 1974 Northern Electric’s backlog of orders from Bell Canada and its telephone subsidiaries 
totalled approximately $200 million and from third parties totalled approximately $244 million. The backlog of 
orders is composed of a wide variety of telecommunication equipment, most of which is specially designed and 
manufactured to customer requirements and is ordered well in advance of required delivery time in order to 
ensure readiness for installation in accordance with the customer’s installation schedule. For information as to 
the impact on capital expenditures of Bell Canada of recent regulatory decisions, see “Regulation” under 
“Business of Bell Canada and its Subsidiaries”. For a description of the supply contract between Northern 
Electric and Bell Canada, see “Certain Contracts of Northern Electric’’. 


Umted States — Northern Telecom, Inc. 

Northern Electric’s primary market in the United States consists of telephone operating companies independent 
of the U.S. Bell System (American Telephone and Telegraph Company (“AT&T”) and its subsidiaries) connecting 
about 26 million telephones; of this market approximately 12 million telephones belong to the General Telephone & 
Electronics (“GTE”) group which manufactures most of its own equipment. Northern Electric also makes sales 
of some products from time to time to the U.S. Bell System which represents over 80% of the United States 
telephone market. 

Northern Telecom, Inc. (NTI” ), a wholly-owned subsidiary with its headquarters in Waltham, Massachusetts, 
was formed in 1971 to manufacture and market telecommunication equipment in the United States and currently 
has 5 plants operating in the United States including a telephone apparatus assembly plant at Port Huron, 
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Michigan and a telecommunication transmission test equipment manufacturing plant in Concord, New Hampshire. 
In 1974, manufacturing facilities were completed in Butner, North Carolina for the production of electronic 
switching systems and in Mountain View, California for the production of private automatic branch exchanges 
and other telecommunication products; NTI also acquired plant facilities near West Palm Beach, Florida for the 
production of printed circuit boards and other products. NTI markets in the United States all products referred 
to under “Manufacturing”. It is one of the few companies selling such extensive and varied telecommunication 
product lines in the United States. 


NTI’s sales and net earnings have grown from U.S. $27,000,000 and U.S. $1,600,000, respectively, in 1972 to 
U.S. $93,200,000 and to U.S. $3,900,000, respectively, in 1974. For the six months ended June 30, 1975 sales totalled 
U.S. $40,400,000 and net earnings were U.S. $900,000, compared with U.S. $46,200,000 and U.S. $2,000,000, 
respectively, for the six months ended June 30, 1974. 


Other Markets 

Markets outside North America include telecommunication systems owned primarily by governments. 
Although the potential growth of these markets is considered higher than that of North America, access to them 
is more difficult because of government policies favouring purchases from traditional suppliers and the different 
technical requirements of the many countries involved. 


In 1967, Northern Electric incorporated a manufacturing company in the Republic of Turkey, Northern 
Electric Telekomtinikasyon A.S. (owned 51% by Northern Electric and 49% by the Post Telegraph and 
Telephone Administration of the Republic of Turkey) which produces switching equipment, associated power 
supplies and switchboards, and telephone sets. 


Northern Electric Company (Ireland) Limited, a wholly-owned subsidiary, was incorporated in 1973 to 
manufacture products in Galway, Republic of Ireland, associated with telephone station equipment and electronic 
private automatic branch exchanges, components and sub-assemblies. Production commenced in September 1973. 


Subsidiaries of Northern Electric have recently opened offices in Amsterdam, London, Hong Kong and 
Singapore. 


Northern Electric has entered into various licensing agreements with other companies to manufacture its 
products, the most recent being one with Thomson-CSF to manufacture SP-1 systems in France for sale there 
and in certain other countries. 


Distributing 

Nedco (1975) Ltd. (formerly Microsystems International Limited) acquired the assets (including subsidiaries) 
and assumed the liabilities of Nedco Ltd. effective June 1, 1975. Nedco Ltd. and its subsidiaries were engaged 
(and Nedco (1975) Ltd. and its subsidiaries (“Nedco”) are now engaged) in the distribution of electrical, 
electronic and industrial products from sales offices and warehouses in 41 Canadian cities. Nedco distributes more 
than 15,000 industrial, electrical and electronic products from over 200 manufacturers, with Northern Electric 
supplying less than 23% of Nedco Ltd.’s purchases in 1974. The main product groups are wire and cable, wiring 
supplies, illumination products, utility products, motors, control systems, and, more recently, telecommunication 
and industrial electronic products. 


Nedco’s major markets are electrical contractors and the manufacturing industry, which together account 
for 65% of total sales. Power utilities, telephone operating companies, the mining industry and governments 
account for most of the remainder of the sales. No one customer accounted for more than 2% of 1974 sales of 
Nedco Ltd. 


Microsystems 

Microsystems International Limited (“Microsystems”), a subsidiary of Northern Electric, was engaged in the 
manufacture of microelectronic products, including semiconductors, integrated circuits and similar products for the 
computer and telecommunication industries. From its inception in 1969 through the termination of its manu- 
facturing operations in 1975, Microsystems incurred losses aggregating $49,426,000. See Note A of Notes to 
Consolidated Statement of Earnings of Northern Electric and Subsidiary Companies. 


Microsystems acquired the assets and assumed the liabilities of Nedco Ltd. effective June 1, 1975 and 
Microsystems’ name has been changed to Nedco (1975) Ltd. 
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Source and Availability of Raw Materials 


Northern Electric is a major user of copper and brass mill products and makes significant purchases of 
aluminum, steel, precious metals, plastics and other materials from many domestic and foreign sources. It has been 
able to obtain sufficient copper and other materials from domestic producers and world market sources to support 
production of cable and wire products despite labour disturbances and other market factors contributing to short 
supply from time to time in recent years. Northern Electric strives to develop and maintain alternate sources of 
supply of essential raw materials and from time to time maintains special inventories of such materials which 
may be in short supply. 


Research and Development 


Before 1958, most of the designs and much of the technology employed by Northern Electric came from 
Western Electric Company, Incorporated (“Western Electric”), a subsidiary of AT&T. In 1958 Northern Electric 
established a separate research and development organization to develop new products, thus beginning a process 
which over the intervening years has made Northern Electric largely self-sufficient in design and technology. 
Northern Electric has continuing rights to use all Western Electric’s inventions on which patents were issued prior 
to June 30, 1974 and patents issued subsequent to that date on inventions made prior to June 30, 1974. Northern 
Electric has the right to use certain technical information of Western Electric and is presently negotiating for the 
rights to use patents on inventions made subsequent to June 30, 1974. Royalties paid by Northern Electric to 
Western Electric and other companies in 1974 represented less than 0.5% of Northern Electric’s consolidated sales. 
Northern Electric’s rights to existing patented inventions of Western Electric and of AT&T and to certain of 
Western Electric’s technical information will not be affected by the termination of the Service Agreement between 
Bell Canada and AT&T. (See “Certain Contracts of Bell Canada”’.) 


To consolidate research efforts of Northern Electric and those of Bell Canada, Bell-Northern Research Ltd. 
(“BNR”) was incorporated and commenced operations in 1971. BNR (which is owned 51% by Bell Canada and 
49% by Northern Electric) operates research and development laboratories and undertakes the major part of 
the research activities of Northern Electric and Bell Canada and its other subsidiaries. With a staff of over 1,700 
employees, including over 750 engineers, scientists and technical personnel, BNR is the largest industrial research 
and development organization in Canada. A U.S. subsidiary was formed in 1975 and has commenced research 
and development activities in Palo Alto, California. BNR carries out research, design, development, long range 
planning and systems engineering in all fields of telecommunications. In 1973 and 1974 Northern Electric and 
its subsidiaries expended approximately $33,000,000 and $44,000,000, respectively, on research and development, 
including $21,000,000 and $28,000,000, respectively, attributable to BNR. 


Competition 

Competitors in the telecommunication equipment market are numerous and vary from very small, highly 
specialized manufacturers to large multinational companies. Major telecommunication equipment suppliers sell 
to Bell Canada and compete for the business of the Canadian and other North American and world telephone 
networks. 


Northern Electric believes it is the second largest manufacturer of telecommunication equipment sold in 
North America. It sells to all segments of the Canadian telephone operating company market and believes that 
it has in excess of 70% of this market. Its major competitors include subsidiaries of GTE and International 
Telephone and Telegraph Corporation (“ITT”) which manufacture and market telecommunication equipment 
in Canada. 


In the United States, the largest manufacturer, Western Electric, sells almost exclusively to the U.S. Bell 
System and government agencies. Competitors for the independent telephone operating company market include 
GTE Automatic Electric Inc. (a subsidiary of GTE), North Electric Company (a subsidiary of United 
Telecommunications, Inc.), Superior Continental Corp. (a subsidiary of Continental Telephone Corporation), 
Stromberg-Carlson Corporation (a subsidiary of General Dynamics Inc.) and manufacturing affiliates of ITT. 


In Europe the major manufacturers are The Plessey Company Limited and The General Electric Company 
Limited of the United Kingdom, Philips Industries, N.V. of Holland, L.M. Ericsson Telephone Company of 
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Sweden, Siemens A.G. of West Germany and other national and European-based international companies. 
Subsidiaries of ITT and GTE have established positions in the market, while Northern Electric, other North 
American manufacturers and Japanese manufacturers are intensifying their efforts to obtain a share of this and 
other developing markets in the world. 


The electrical distribution industry in Canada consists of more than 120 companies of which 4 companies 
including Nedco have national distribution networks. Nedco estimates its share of this market to be in 
excess of 13%. 


Employee Relations 


At June 30, 1975 over 70% of the approximately 23,000 employees of Northern Electric and its subsidiaries 
were represented by unions. Northern Electric’s principal labour contracts were entered into in 1973, following a 
series of strikes, expire early in 1976 and include a cost of living allowance in all three years. 


DESCRIPTION OF PROPERTY OF NORTHERN ELECTRIC 


At July 31, 1975 Northern Electric operated 33 plants and warehouses in 8 provinces of Canada, occupying 
5,590,000 square feet of space, of which approximately 1,874,000 square feet were leased. 


NTI operated assembly and manufacturing facilities at Port Huron, Michigan; Concord, New Hampshire; 
Butner, North Carolina; Mountain View, California; and West Palm Beach, Florida for total plant facilities of 
345,000 square feet of which approximately 145,000 square feet were leased. In addition NTI maintains sales offices 
in New York, North Carolina, Florida, Texas, California, Illinois and Puerto Rico and distribution centres in Ohio 
and Georgia. 


Nedco operated 48 warehouses and sales offices across Canada in 41 Canadian cities in all 10 provinces 
occupying approximately 880,000 square feet, of which 191,000 square feet were owned by Northern Electric or 
Nedco and the remainder leased. 


Northern Electric’s other subsidiaries had plants in Turkey, the Republic of Ireland and Malaysia occupying 
81,000 square feet, of which about 50,000 square feet are owned and the balance leased. 


CERTAIN CONTRACTS OF NORTHERN ELECTRIC 
Supply Contract 


Northern Electric has an agreement with Bell Canada under which Northern Electric agrees, to the extent 
reasonably required for Bell Canada’s business, to manufacture materials or purchase materials manufactured by 
others, to sell such materials to Bell Canada, to maintain stocks at distributing points, to prepare equipment 
specifications and to perform installations of materials, and to repair or dispose of used materials returned by 
Bell Canada. Northern Electric’s prices and terms are to be as low as those offered to its most favoured customers 
for like materials and services under comparable conditions in effect at the date of the order. At present, export 
sales are generally not considered to be made under conditions comparable to domestic sales. Sales of Northern 
Electric and its subsidiaries to Bell Canada and its telephone subsidiaries for the three years ended December 31, 
1974 and the six months ended June 30, 1975 amounted to $320,214,000, $346,389,000, $522,697,000 and $315,171,000, 
respectively. For further information as to sales by Northern Electric to Bell Canada, see Note 1 of Notes to 
Financial Statements of Bell Canada and Subsidiary Companies. 


Patent Licensing Agreement 


On November 28, 1973, Northern Electric, Bell Canada and BNR entered into an agreement whereby patents 
resulting from BNR’s research and development activities are generally to be assigned to Northern Electric for 
exploitation on behalf of the three companies. Provisions are made for the division of royalties between Bell 
Canada and Northern Electric. Bell Canada and BNR however may use such patents in their own businesses 
without payment of royalty. The agreement also provides for the use by the three companies of technical 
information produced by any one of them and sets forth the conditions of such use. 
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MANAGEMENT OF NORTHERN ELECTRIC 


Directors 


The directors of Northern Electric are elected annually and hold office until the next Annual General 
Meeting or until their successors are elected or appointed. The directors, their ages, year first elected or appointed 
as director, addresses, other positions with Northern Electric presently held and principal occupations during the 


past five years are as follows: 


Director’s Name, (Age), Year First Elected 


and Home Address 


Ewart OrvILLE Bripcres (52) 1971 
39 Old Mill Road, Toronto, Ont. 
* ALBERT JEAN DE GRANDPRE, Q.c. (54) 1970 
156 Springgrove Crescent, Outremont, Que. 


GerorGES DE Lery Demers, Q.c. (56) 1967 
236 Marie Victorin, Town of St. Nicolas, Que. 


JAMES DouG.Las GIBSON, 0.B.E. (66) 1972 
406 Glenayr Road, Toronto, Ont. 


Ropert St. Cuain Hurisut (51) 1972 
18 Sandfield Road, Don Mills, Ont. 


*HEeRBERT HAYMAN LANK (71) 1955 
168 Edgehill Road, Westmount, Que. 


*WALTER FREDERICK LigHt (52) 1972 


5 Normandy Drive, Town of Mount Royal, Que. 


*JoHN CUNNINGHAM Loxps (62) 1971 
1115 Sherbrooke Street West, Montreal, Que. 
VERNON OswaLp Marquez (67) 1963 
2890 Ste. Angélique Road, St. Lazare, Que. 
CHARLES GorDoN Mixuar (49) 1973 
3311 Cedar Avenue, Westmount, Que. 
*JoHn Anaus Oaitvy, Q.c. (71) 1963 
1321 Sherbrooke Street West, Montreal, Que. 
CHARLES PeRRAULT (53) 1969 
11355 James Morrice Street, Montreal, Que. 
*GERARD PLouRDE (59) 1962 
6065 de Vimy Avenue, Montreal, Que. 
*RoOBERT CARLTON SCRIVENER (60) 1967 
1321 Sherbrooke Street West, Montreal, Que. 
JAMES CARDEN THACKRAY (51) 1973 
481 Roslyn Avenue, Westmount, Que. 
WiLuiAM Maurice Youna (51) 1973 


2376 South West Marine Drive, Vancouver, B.C. 


*Member of the Executive Committee 


Principal Occupations 
Group Vice-President of Northern Electric. 


President of Bell Canada. 


Partner of Lesage, Demers, Lesage & Brochu, Barristers 
and Solicitors. 


Economic Consultant. 


Chairman of the Board and President of General Foods, 
Limited, a food processing company. 


Director, Du Pont of Canada Limited, an integrated 
chemical company. 


President and Chief Operating Officer of Northern Electric. 


Chairman of the Board and Chief Executive Officer of 
Northern Electric. 


Consultant to Northern Electric. 
Executive Vice-President of Northern Electric. 


Senior Partner, Ogilvy, Cope, Porteous, Montgomery, Renault, 
Clarke & Kirkpatrick, Barristers and Solicitors. 


President of Perconsult Limited, Consultants. 


Chairman of the Board and Chief Executive Officer of 
U A P Inc., an automotive parts distributor. 


Chairman of the Board and Chief Executive Officer of 
Bell Canada. 


Executive Vice-President of Bell Canada. 


Chairman of the Board and Chief Executive Officer of 
Finning Tractor & Equipment Company, Limited. 


All of the above-named directors of Northern Electric have held their present positions or other executive 


positions with the same or associated firms or organizations during the past five years, except as follows: 
Mr. G. de L. Demers was, prior to April 1974, President of Sterling Securities Corporation; Mr. W. F. Light was, 
prior to August 1974, Executive Vice-President of Bell Canada; Mr. J. C. Lobb was, prior to June 1971, President, 
John C. Lobb Associates, Management Consulting firm and was, prior to 1971, a partner of Donaldson, Lufkin & 
Jenrette, a United States investment banking firm, President and Chief Executive Officer of Crucible Steel 
Corporation and Executive Vice-President of ITT; and Mr. C. Perrault was, prior to April 1975, President, Conseil 
du Patronat du Québec, the Quebec Employers’ Federation. 


Officers 
The officers, their ages, addresses and offices presently held are as follows: 


Name, (Age) and Home Address Offices Presently Held 


Cuive Victor ALLEN (40) 

20756 Gay Cedars Drive, Baie d’Urfé, Que. 
CLARENCE ARTHUR ANDERSON (57) 

591 Hillsite Avenue, Beaconsfield, Que. 
WALTER CLARK BENGER (49) 

642 Murray Hill, Westmount, Que. 
Ewart OrvILLE Brinces (52) 

39 Old Mill Road, Toronto, Ont. 


Vice-President, Secretary and General Counsel 
Vice-President, Patents & Licenses 
Vice-President, Transmission 


Group Vice-President, Switching 
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Name, (Age) and Home Address Offices Presently Held 


JoHN WILLIAM Carrry (47) Vice-President & Controller 
17 Harrow Place, Beaconsfield, Que. 
WILLIAM CoNNELL CawtHon (58) Vice-President, Manufacturing 
1455 Sherbrooke Street West, Montreal, Que. 
Roy Tuomas Cortizr (54) Vice-President, Corporate Relations 
1745 Cedar Avenue, Montreal, Que. 
JoHN Derek Davies (47) Vice-President, Marketing 
74 White Pine Drive, Beaconsfield, Que. 
Ricuarp Francis DoyLe (47) Senior Vice-President, United States and President of NTI 
Deer Run Road, Lincoln, Mass. 
JoHN WILLIAM Epwarps (45) Vice-President, Business Systems 
7 Sunset Avenue, Senneville, Que. 
RicHarp ALPHONSE Fortier (51) Vice-President, Industrial Relations 
2005 Melba Street, Saint-Bruno de Montarville, Que. 
JEAN-PauL GaGNon (49) Vice-President, General Administration 
33/35 rue Anna Jaquin, 92100 Boulogne sur Seine, France. 
WILLIAM LEONARD GLASSPOOLE (52) Vice-President, Accounting 
135 Ivanhoe Crescent, Pointe Claire, Que. 
Stuart Warp Henry (33) Treasurer 
100 De Gaspe, Nuns’ Island, Que. 
Water FREDERICK LIGHT (52) President and Chief Operating Officer 
5 Normandy Drive, Town of Mount Royal, Que. 
JOHN CUNNINGHAM Loss (62) Chairman of the Board and Chief Executive Officer 
1115 Sherbrooke Street West, Montreal, Que. 
CHARLES GorpoNn Minuar (49) Executive Vice-President, Operations 
3311 Cedar Avenue, Westmount, Que. 
JACQUES E. OUELLET (43) Vice-President, Personnel & Industrial Relations 
755 Montpelier Street, St. Laurent, Que. 
WILLIAM JOHN Parpy (53) Group Vice-President, Cable, Transmission & Outside Plant 
317 Pinetree Crescent, Beaconsfield, Que. 
WILLIAM Trig Simpson (55) Vice-President, Cable 
379 Berkeley Circle, Dorval, Que. 
JAMES GEORGE STARK (47) Senior Vice-President, Finance 
1455 Sherbrooke Street West, Montreal, Que. 
Wi.iiaM ALLIN THomMpson (50) Senior Vice-President, Administration 
455 Lakeshore Road, Beaconsfield, Que. 
Exuiotr Turcor (53) Vice-President, Advanced Switching Systems 
1569 Truscott Drive, Mississauga, Ont. 
Davin GrorcE Vice (42) Vice-President & Product Line Manager — Apparatus & Cable 
175 Wychwood Park, London, Ont. 
Harry Luoyp Wesster (50) Vice-President & Product Line Manager — Switching 
27 Aleutian Road, Ottawa, Ont. & Transmission 
KENNETH Harotp WoopLEy (46) Group Vice-President, Subscriber Equipment 


30 Rockwood Drive, Dollard des Ormeaux, Que. 


All of the above-named officers of Northern Electric have been employed in their present positions or other 
senior positions with Northern Electric or one or more of its subsidiaries or associated companies during the past 
five years, except as follows: Mr. C. V. Allen was, prior to his appointment with Northern Electric on May 6, 1974, 
associated with Allied Chemical Canada, Ltd. as Vice-President & Secretary and prior to November 1972 
as Secretary; Mr. J. W. Caffry was, prior to his appointment with Northern Electric on August 21, 1975, associated 
with The Trane Company as Vice-President, Finance and prior to September 1972 was associated with RCA Cor- 
poration as Staff Vice-President, Financial Planning; Mr. W. C. Cawthon was, prior to his appointment with 
Northern Electric on December 6, 1973, associated with Rockwell International Corp. as Vice-President & General 
Manager, Draper Division, and prior to May 1972 acted as an industrial consultant; Mr. R. T. Cottier was, prior 
to his appointment with Northern Electric on September 17, 1973, associated with W. R. Grace & Co. as 
Vice-President, New Enterprises Group and prior to April 1971 was associated with Molson Industries Ltd. as 
Director Corporate Relations; Mr. R. F. Doyle was, prior to his appointment with Northern Electric on 
November 1, 1972, associated with Allied Products Corporation as Senior Vice-President & Director; Mr. J. W. 
Edwards was, prior to his appointment with Northern Electric on January 20, 1975, associated with United 
Aircraft Corporation as Assistant Manager, Information Systems, Pratt & Whitney Aircraft Division and prior 
to June 1973 was Assistant to Commissioner, Data Processing, Bureau of Customs, Treasury Department, 
Washington, D.C.; Mr. R. A. Fortier was, prior to his appointment with Northern Electric on November 1, 1972, 
associated with the Pulp & Paper Industrial Relations Council as President; Mr. S. W. Henry was, prior to his 
appointment with Northern Electric on September 1, 1975, associated with Crown Zellerbach Corporation as 
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Assistant Treasurer and prior to July 1973 was a Vice-President with Bank of America, New York; Mr. W. F. Light 
was, prior to his appointment with Northern Electric on August 1, 1974, Executive Vice-President of Bell Canada, 
Mr. J. C. Lobb was, prior to his appointment with Northern Electric on June 1, 1971, President of John C. Lobb 
Associates, Management Consulting firm, and was, prior to 1971, a partner of Donaldson, Lufkin & Jenrette, a 
United States investment banking firm, President and Chief Executive Officer of Crucible Steel Corporation and 
Executive Vice-President of ITT; Mr. J. E. Ouellet.was, prior to his appointment with Northern Electric on 
August 14, 1974, associated with Canadair Limited as Vice-President, Industrial Relations and Materiel, and prior 
to January 1971 with General Dynamics Corporation as a Corporate Labour Relations Representative; Mr. J. G. 
Stark was, prior to his appointment with Northern Electric on August 19, 1974, a General Partner of Lehman 
Brothers, a United States investment banking firm, and prior to March 1973 was associated with Consolidated 
Edison Company of New York, Inc. as Vice-President and Treasurer. 


Remuneration of Directors and Officers 

The following table shows aggregate direct remuneration paid in 1974 by Northern Electric and its subsidiaries 
for services rendered and estimated annual benefits upon retirement for the three highest paid officers and for 
each director whose remuneration during the time he served as such exceeded $40,000 and also remuneration for all 


officers and directors as a group. pee aiaa 
Name and Capacities Aggregate Annual 
in which Direct Direct Benefits upon 
Remuneration was Received Remuneration(A) Retirement 
J.C. Lobb 


harman of the Board and Chief Executive Officer and prior to August 1, 1974 President 
Chief Executive Officer of Northern Electric. Chairman of the Board and prior 


= March 1, 1974 Chairman of the Board and President of NTI ...................... $ 121,832 (B) 
W.F. Light 
Since August 1, 1974 President and Chief Operating Officer of Northern Electric and 
prior thereto Director of Northern Hlectric and NTI ..:............2..-.20--:00e8->- $ 58,979 $55,000 
C. G. Millar 
Executive Vice-President, Operations of Northern Electric .......................0..005: $ 80,000 $44,600 
E. O. Bridges 
Group Vice-President and prior to February 18, 1974 Executive Vice-President of Northern 
FCCC eter Me cee Te ete Fe ae eee eh ee reper we Srna, ALT he bale ene I be $ 88,333 $34,600 
R. F. Doyle 


Senior Vice-President, United States and prior to August 19, 1974 Executive Vice-President, 
Finance of Northern Electric. President and prior to ‘March 1, 1974 Executive Vice- 


ierecident. Finwiice.o1 ING bia rime eee Dorie weal Nard BIE) Biche ht a eet $ 80,727 $21,400 
Officers and Directors as a group 
(Consisting of 44 persons, including those named above) ....................00 000 cee eee $1,804,200 


(A) Excludes incentive remuneration plan awards, see “Incentive Remuneration Plans and Stock Options”. 


(B) Mr. J. C. Lobb has agreements with Northern Electric and NTI providing for a special pension and 
retirement plan due to his inability to participate in Northern Electric’s pension plan because of his age at 
time of employment. As of August 21, 1975 Mr. J. C. Lobb was entitled upon his retirement to aggregate 
benefits of $87,600 per annum for life (with a guaranteed period of 10 years) and may from time to time in 
the future be awarded supplemental amounts at the discretion of the Boards of Directors of Northern Electric 
and NTI. 


Mr. J. C. Lobb has employment contracts to serve as Chairman of the Board and Chief Executive Officer of 
Northern Electric and as Chairman of the Board of NTI in each case until May 31, 1978. These contracts are 
terminable in each case by either party on one month’s notice; in the event of termination by Mr. J. C. Lobb, he is 
entitled to all accrued and unpaid salary; and, in the event of termination by the employing company, he is 
entitled to an amount equal to one-half of annual salary in addition to all accrued and unpaid salary. 


Mr. J. C. Lobb also has an agreement to act as consultant to NTI either upon retirement in 1978 or 
termination of employment by mutual consent at any time after May 31, 1976 for a period not exceeding 7 years 
from such date of retirement or termination at an annual retainer of U.S. $30,000. 


INCENTIVE REMUNERATION PLANS AND STOCK OPTIONS 


In 1972, Northern Electric established an incentive remuneration plan to grant awards to officers and 
employees who are considered to have made an outstanding contribution to the success of Northern Electric. Grants 
under this plan must be approved by the Board of Directors. For the years ended December 31, 1972 to December 
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31, 1974, awards aggregating $1,440,000 were approved for officers of Northern Electric including $692,000 for the 
year ended December 31, 1974. Of the aggregate awards, $620,200 was paid through July 31, 1975 including 
$240,500 for the year ended December 31, 1974. Awards have not yet been granted for any period subsequent to 
December 31, 1974. The balance (except for those amounts covered by separate agreements referred to below) 
together with an interest factor equal to the average prime bank rate as of the beginning and the end of any year 
(for 1974, 10.25%) will be paid in the future in accordance with the terms of the plan which provide for forfeiture 
(unless otherwise determined) in the event the recipient leaves the employment of Northern Electric for any 
reason other than death, retirement or transfer. For the years ended December 31, 1972 to December 31, 1974 
awards were granted in the amount of $75,000 for Mr. W. F. Light (being for the year ended December 31, 1974), 
$153,000 for Mr. C. G. Millar (of which $80,000 was for the year ended December 31, 1974), $130,000 for 
Mr. E. O. Bridges (of which $60,000 was for the year ended December 31, 1974) and $87,500 for Mr. R. F. Doyle 
(of which $37,500 was for the year ended December 31, 1974). Of the aggregate awards, payments were made 
through July 31, 1975 as follows: to Mr. W. F. Light $30,000 for the year ended December 31, 1974, to Mr. C. G. 
Millar $10,800 for the year ended December 31, 1972 and to Mr. E. O. Bridges $18,000 for the year ended December 
31, 1972. Messrs. Millar, Bridges and Doyle have agreements with Northern Electric which provide for (i) the 
extended deferral of certain award payments with interest at 6% per annum and (ii) forfeiture of the outstanding 
amounts in the event of non-approved involvement in Canada in a business similar or competitive with that of 
Northern Electric, breach of confidentiality, or failure to act as consultant when requested. 


In 1973, NTI established an incentive remuneration plan similar to that of Northern Electric. For the year 
1974 the Board of Directors of NTI approved an award of U.S. $37,500 to Mr. R. F. Doyle, President of that 
company, who is a senior officer of Northern Electric. This amount was paid in 1975. 


Under a stock option plan authorized by NTI there are reserved 125,000 of its common shares (equal to 5% 
of the total presently outstanding) for issuance, at not less than the fair market value on the date the option is 
granted, to certain officers and key employees of NTI and its subsidiaries upon the exercise of options, all of which 
must be exercised in full within five years after their respective dates of grant. As of July 31, 1975 options to 
purchase 73,000 shares had been granted under the plan, 47,500 shares at U.S. $12.50 per share and expiring on 
various dates during 1978 (including 9,500 to Mr. J. C. Lobb and 4,500 to Mr. R. F. Doyle), and 25,500 shares at 
US. $20 per share and expiring on various dates during 1979 and 1980 (including 4,000 to Mr. R. F. Doyle expiring 
in 1979). Options for 7,500 shares at U.S. $12.50 per share have been terminated. There is no reasonably 
ascertainable market value for these shares and exercise prices were determined in relation to projected earnings. 
Options were outstanding at July 31, 1975 as follows: 


~— to senior officers:of Northern Wlectrio’ 7. aiaee eee eee 18,000 shares 
—to directors and senior officers of NTI not included above .......................4. 32,500 shares 
— to other employees: of NTT) 0.22. 2a ee eee 15,000 shares 


The Board of Directors of NTI has taken action to terminate the NTI stock option plan and all outstanding 
options will be withdrawn in the near future. Holders of such options, other than Mr. J. C. Lobb, will receive 
additional pension benefits in substitution for such options. 


PRINCIPAL HOLDER OF SECURITIES AND SELLING SHAREHOLDER 


The following table sets forth the ownership of each person or company owning of record or, to the knowledge 
of Northern Electric, beneficially, directly or indirectly, more than 10% of the Common Shares of Northern 


Electric outstanding at September 30, 1975. Numberand % of Shares owed 

assuming exercise of 1,998,724 
Desig- outstanding warrants 

Name and nation Type of Number and % and completion of the sale of 

Address of class Ownership of Shares owned 5,250,000 Common Shares 

Bell Canada Common Record 23,561,224 Shares 16,312,500 Shares 

1050 Beaver Hall Hill and 89.0% 61.6% 

Montreal, Que. Beneficial 


As at July 31, 1975, directors and officers of Northern Electric, as a group, owned in the aggregate beneficially, 
directly or indirectly, less than 1% of any class of shares of Bell Canada or Northern Electric or their subsidiaries. 
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DESCRIPTION OF CAPITAL STOCK OF NORTHERN ELECTRIC 


The Common Shares of Northern Electric are without nominal or par value and the holders are entitled to 
receive pro rata such dividends as may, from time to time, be declared by the Board of Directors; are entitled to 
one vote per share; have no preemptive, redemption or conversion rights; and are entitled, upon liquidation, to 
receive pro rata such assets of Northern Electric as are distributable to holders of the Common Shares. 
Outstanding Common Shares are fully paid and non-assessable. 

Under the terms of trust agreements relating to its debentures, Northern Electric has covenanted not to 
declare or pay any dividends (other than stock dividends) or purchase, redeem or reduce any of its shares if, after 
giving effect to such action, the sum of the amounts paid or distributed for such purposes after December 31, 1972 
will exceed consolidated net earnings of Northern Electric and its subsidiaries earned after that date plus the 
net cash proceeds to Northern Electric from the sale of its shares after that date plus $25,000,000. At June 30, 
1975, $151,087,000 was free from these restrictions. 


TRANSFER AGENTS AND REGISTRARS 


Northern Electric maintains transfer offices for its Common Shares at Montreal and Toronto. Montreal Trust 
Company acts as transfer agent for the Common Shares of Northern Electric at Halifax, Winnipeg, Regina, 
Calgary and Vancouver and acts as registrar for the Common Shares at Halifax, Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver. 


The United States registrar and transfer agent for the Common Shares of Northern Electric is Manufacturers 
Hanover Trust Company, 40 Wall Street, New York, N.Y. 10015. 


LEGAL PROCEEDINGS 


On August 31, 1971, an action was instituted in the Superior Court, District of Montreal, against Northern 
Electric by Radionica A.G., claiming $9,200,000 arising from Northern Electric’s unaccepted tender for the instal- 
lation of a microwave system in Libya. Radionica A.G. has claimed $1,350,000 in net lost commissions, $350,000 
in loss of profits and $7,500,000 in damages to reputation and goodwill. On August 1, 1974, an action was instituted 
in the Superior Court, District of Montreal, against Northern Electric by Albatros Naviera S.A., claiming 
$8,960,000 arising from the unsuccessful attempt to secure a contract for the installation of telephone lines and 
equipment in Peru and the alleged improper termination of a Venezuelan representative agreement. Albatros 
Naviera S.A. has claimed $7,690,000 in lost commissions, $1,000,000 in damages for loss of commission or damage 
to its reputation and $270,000 as finder’s fee and standby fee. Ogilvy, Cope, Porteous, Montgomery, Renault, 
Clarke & Kirkpatrick of Montreal, counsel to Northern Electric in these suits, is of the opinion that there are valid 
substantive defences to both actions. 


On October 11, 1974, Neuberger & Berman, a member firm of the New York Stock Exchange, com- 
menced a purported class action in the United States District Court for the Southern District of New York against 
Northern Electric and its Chairman of the Board and Chief Executive Officer, alleging, essentially, material 
misstatements and omissions in the soliciting materials and filings with the Securities and Exchange Commission in 
violation of the Securities Exchange Act of 1934 and regulations thereunder in connection with Northern Electric’s 
purchase offer (subsequently withdrawn) for shares of common stock of Dictaphone Corporation. The action is 
purportedly brought on behalf of all persons who purchased shares of Dictaphone Corporation common stock 
between September 26 and October 3, 1974, the dates on which the purchase offer was announced and withdrawn, 
respectively, and seeks damages of “not less $3,000,000”. Defendants, in answering the complaint, have denied 
all material allegations of wrongdoing. Pre-trial discovery is in progress. At this stage of this litigation and 
because of certain novel questions of law raised therein, Northern Electric’s U.S. counsel are unable at this 
time to express an opinion as to Northern Electric’s ultimate liability, if any, for the damages sought. However, 
in the opinion of such counsel, there are substantial questions as to the plaintiff’s right to represent the purported 
class and as to whether this action may be maintained on behalf of such a class. If the plaintiff may not represent 
the class or the action may not be maintained on its behalf, the action will be limited to a claim for the plaintiff’s 
own damages, which are alleged to have been less than $94,000. 
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REPORT OF INDEPENDENT CHARTERED ACCOUNTANTS 


To the Board of Directors 
Northern Electric Company, Limited 


We have examined the consolidated balance sheet of Northern Electric Company, Limited and subsidiary 
companies at June 30, 1975, the consolidated statements of earnings, contributed surplus, retained earnings and 
changes in financial position for the five years ended December 31, 1974 and for the six months ended June 30, 
1974 and 1975. Our examination was made in accordance with generally accepted auditing standards and 
accordingly included such tests of the accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion, the accompanying consolidated balance sheet and consolidated statements of earnings, 
contributed surplus, retained earnings and changes in financial position of Northern Electric Company, Limited 
and subsidiary companies present fairly the consolidated financial position of the companies at June 30, 1975, 
the results of their operations and the changes in their financial position for the five years ended December 31, 1974 
and for the six months ended June 30, 1974 and 1975, all in accordance with generally accepted accounting 
principles applied on a consistent basis. 


Montreal, Quebec 
Canada (Signed) Touche Ross & Co. 
October 6, 1975 Chartered Accountants 
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NORTHERN ELECTRIC COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEET 


(thousands of dollars) 
ASSETS 
June 30, 
1975 
Current 
TEER xa tie ndecolaa hae eh thon Ogee aes Bes! ea. 20 0” a Ae a 2 en an nee ae ares! $ 5,886 
Short term investments at cost (approximates market value) .............0.0. cc ceccececeeeecucueueuceeeueus 72,287 
Accounts receivable 
PAGE ee COUPATIOS Wr tse ee cts PRIMES 4 oc, eae RR et te) HOMER Achy Sn 2% oc chess Lior Meee abasaes ¢ 66,082 
PE rAaeut less MrOWisION FOr UNCOLECtIDICS $3,005) i AiG ken fe aoe enn. nce Fim, demeanor: 6 98,090 
BRORLOLIGAMNOLE 2 bem Isis... Pima aoa os RR Pe, ox SE Ree cel RII om ot Soar ek co a arte Samp htns 234,970 
eee NMG EICTISO Lyne Bela cri he 5,5 RUMEN es RY ON SE RS, SNM Oe nena e wad s acou abiBubeeten baveth vpwa.c 4,716 
Biles FPP COMIC OMIOL ER LOBE 30g coils ci SENT EM  Hy ies) « RE le SPREE ae Sees MR sce: see Dae ge oy cn ade RON « vPeamed a telais 16,531 
498 562 
frvesnmentian Amliated Company at COst 3's 5.005 66 oe nee ne ee pee vn ee ods bug eoctbnnecdeswenbgutenenans 11,640 
SOE TES CSUINEMILC TE A PaO ett te ona es Oa = Me de eee ee. a) NOE iy ee oe ne Ge eee 2,204 
Fasnteangulgupment (Notes) 25.8 sent hie Le, Ba Hee Seb e es Pal ke. . SERA WW ssi So Rent beh aunte an ks con nsruigels 120,375 
DOPEOIPeU CUAPLES ANG (GOGE WE i ical PA os ae ele eee BRA Gs wo Bere ib Gaal bols: « Add pera en® dard s xeabancdes 6,225 
ARG UGA ANGST ute aN tS yk AEE Bee Losec td ga ae oat Boe ae ih A UF eh A eC Po $639,006 
LIABILITIES 
Current 
eee EOL ay eNO CEE Se a te St ee Bian, AREY Rk ce RE nas sco ROR sna gig at cat 2 wi lg vv GM iy Ss aay Barats $ 31,625 
INobesEpavables (NOtec4)arnniiee an A retin ee cc ARM ck. aN ok An. 2 Annee ay ot cern syen ta 7,788 
Accounts payable and accrued liabilities 
Pee Gee COED ADCO UE Mie eet ee een eh per Rete aed Sop eke SORES woe Oa RIE RE Oe Lue Paine Ck ER ees 4,412 
1 ppp pea wake ty a6 go) Whe ope tea ie oe Pe alec AOR i ea og ee a 9,710 
AteUT TOME OA Va eCC TUCO ee ht eat ear Nl ee ironies aan EP cart ays LO IAPR aiid Gt Sig has 06 se le\ie a4 to ele’ 9,F cine. 0/6. 16,421 
EM ECTESt a ACCTUCC Eat re ee sree rets ne ne erie tt Sy, em rah Sener eae) SoM eapetag ahd St Re rs ota 8 Sata 758 
(ONE OVE’ ” | Ahaha aes gare eR Ack ray arn emer or we RMR et eet tiara Sa a che PERC mens OPN et eaten tet Ae nearer eae ene 94,590 
THOSE) GRRE EY GRO of me Niet oy cers ASpaneit te Ba Ws OOP adi Pe NO ar PE a 26,219 
long: term aept-instalmentsdue withnim-eone year-GNote 6) accn ceeds... a SE ce ee ee dee ee eet e eee neten 3,207 
194,730 
Pameener tia Dent ( NOLES 0 ANG ED) ics mie ios cen eas ek is ed saab v boar cia iron as ve sah Ben REIT ME see epee ewe ss 102,928 
DWeLerred SINCOME LAKES Pere, forse eR ee ain es ENE asc 5. a ee ie Sale 6 Gite ee oa ae SRO EPS se eles o9 21,538 
Minority Interest in Subsidiary Companies 
pi GPa ad Se Os So iterate eacicte & Barcoaigs Meroe ae on chic ery Ce CER O24 aF OUR RACHID ER ICE a oO ea a Carer g f 2,728 
UGS) GEC ATT GAMES oe Obi aerate le: aye af at af a ork ae Nese in. eee te RE Oe SRE Rr PSS ac aan aie re ae Re See 258 
2,986 
322,182 
SHAREHOLDERS’ EQUITY 
Capital Stock yCNGte:G) soa aon ae cee oct wet wise cnr oisiaptiets,< ol ataerw en tte > es a Ax Claes o CEOS Dg Reem. A. SOR Tee 158,982 
HReteikted) ariisiigan o25 ee i a on POs SIE 50 AO On ons TES fe GIR, Wa WSs sale elao eo & TR 157,842 
316,824 
Commitments (Note 7) 
$639,006 


Total Liabilities and. Shareholders Haquity../<: ~.cvepagrateeee cbt pon eaten te wristritd -sebale som oer ey sempre 


NORTHERN ELECTRIC COMPANY, LIMITED 


Source of Funds 


Operations 
Earnings before extraordinary items .. 


Items not requiring funds — 
Depreciation 


Deferred income taxes .............. 
Minority interest in net (loss) profit 

of subsidiary companies 
Other: ii fete.s,-ssch ea ee ens eee 
Total from operations 
Proceeds from long term debt 
Proceeds from issuance of capital stock .. 


Proceeds from sale of plant and equip- 
ment after reflecting gains and losses 
in net earnings 

Capital contribution by minority share- 
holders in subsidiary companies 

Contributed surplus 


Application of Funds 
Expenditures for plant and equipment .. 
Extraordinary items 
Property previously held for sale and 
leaseback transferred to plant and 
equipment 
Commission and expenses on issue of 
capital stock 
Reduction of long term debt 
Dividends 
Investment in affliated companies 
Other investments 5 7.;...0.0545 ae ee 
Elimination of contributed surplus 
Increase in deferred charges and goodwill 
Other 


Increase (decrease) in working capital .. 


Working capital at beginning of period 
Working capital at end of period ........ 


The increase (decrease) in working 

capital is accounted for by — 

Increase (decrease) in current assets: 
Caan oti Sr ese Sor Gm at Ae ennai 


Inventories 
Property held for sale and leaseback .. 
Deferred income taxes 
Other 


(Increase) decrease in current liabilities: 
Due to banks 


Notes payable-s. a. outers micas 
Accounts payable and accrued liabilities 
Taxes payable -ccac. esc ie aaa 
Long term debt due within one year .. 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
(thousands of dollars) 


1970 


$ 5,025 


12,356 
(139) 


(2,761) 
25 

14,506 

40,263 


$ 114 
13,771 
3,693 

(2,934) 
9,038 
4,309 
121 


31,948 
(14,221) 
(6,412) 
(1,239) 

$ 38,188 


Year ended December 31, 


1971 


$ 12,611 


11,709 
1,223 


(2,511) 
14 
23,046 
2,192 


43 332 
(11,408) 


188,269 
$176,861 


$ 6,607 

1,473 

13,230 
(22,267) 
(756) 
(253) 
(169) 


(2,683) 

(9,191) 
1,417 
1,184 

$(11,408) 


1972 1973 
$ 20,295 $ 32,030 
13,047 16,587 
(395) 457 
(1,649) (3,983) 
39 100 
31,337 45,191 
1,540 1,689 
— 39,000 
3,036 285 
~ 906 
35,913 87,071 
11,617 26,802 
197 — 
7,922 van 
— 1,796 
5,108 5,627 
11,781 11,781 
500 938 
400 1,250 
— 3,856 
— (92) 
37,525 51,958 
(1,612) 35,113 
176,861 175,249 
$175,249 $210,362 
$ (4,658) $ 428 
38,126 14,756 
(19,031) 14,661 
384 64,750 
(8,282) swan 
1,538 3,275 
464 190 
(8,618) (15,166) 
1,757 (44,004) 
(2,952) (1,616) 
(340) (2,161) 
$1612) $35,113 


1974 


$ 53,753 


25,797 
2,732 


(3,029) 
2,185 
81,438 
40,648 

Ti9* 


7,531 
8 


130,404 


33,728 


5,682 
13,735 
2,473 
1,164 
644 
211 
57,637 
72,767 


210,362 
$283,129 


$ 8,152 
(69,684) 
43,811 
77,677 
3,004 
3,518 


28,815 
(10,826) 
(13,037) 

1,337 


Six months ended 


June 30, 
1974 1975 
$ 28,833 $ 39,266 
12,832 11,710 
(251%) (2,152) 
(423) 292 
68 111 
38,793 49 227 
651 — 
— 5,228* 
4 471 
8 es 
39,456 54,926 
18,005 12,570 
—— 2,723 
2,523 1,619 
6,541 7,927 
1,739 2,680 
100 507 
_ 2,222 
_ 2,927 
23 1,048 
28,931 34,223 
10,525 20,703 
210,362 283,129 
$220,887 $303,832 
$ 1,948 $ (5,265) 
(36,354) 69,357 
25,239 19,272 
66,214 (20,002) 
(576) 2,188 
3,020 (731) 
(15,857) (31,495) 
—_ (7,788) 
(28,600) (9,076) 
(7,517) 4,243 
3,008 — 
$ 10.525 $ 20,703 


*Exchange for Common Shares and Share Purchase Warrants of Microsystems. 
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NORTHERN ELECTRIC COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
(thousands of dollars) 


Year ended December 31, 
1970 1971 1972 1973 1974 


Balance at beginning of period .......... ‘Scar $ 7,357 $ 7,357 $ 7,357 $ 2,866 


Increase (decrease) arising on consolidation 
from the issue of shares by Microsystems (coon oa — (4,491) — 


Decrease arising on consolidation as the 
result of the exchange of common shares 
and share purchase warrants of Microsys- 
tems for common shares of Northern 
PeCEriowme were ah on Pee _ —_ — — (644) 


Balance at end of period ............... $ 7,357 $ 7,357 $ 7,357 $ 2,866 $ 2,222 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
(thousands of dollars) 


Year ended December 31, 


1970 1971 1972 1973 1974 
Balance at beginning of period .......... $ 66,428 $ 61,659 $ 62,438 $ 70,755 $ 89,208 
Add: 
INGERCATMINGS eas aat OF: vy ee seek oe 4.067 12.611 20.098 32.030 53.753 
70,495 74,270 82,536 102,785 142,961 
Deduct: 
Gashvaividendsss..0).cae ence es 8.836 11,781 11,781 11,781 13,735 
Speckaleaivadends sins sca crs nae ns — 51 — = — 
Commission and expenses on issue of 
PADIEAIHSLOCK: Wenio-itetin nl hes Ae el — — — 1.796 — 
Balance at end of period ............... $ 61.659 $ 62,438 $ 70,755 $ 89,208 $129,226 
Dividends per common share ........... $0.375 $0.502 $0.50 $0.50 $0.525 
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Six months ended 
June 30, 


1974 1975 
$ 2,866 $ 2,222 


Six months ended 
June 30, 


1974 1975 


$ 89,208 $129,226 


28.833 36 543 
118,041 165,769 


6,541 7,927 


NORTHERN ELECTRIC COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
These notes should be read in conjunction with the Notes to Consolidated Statement 
of Earnings of Northern Electric and Subsidiary Companies. 


1. Accounting Policies 


2. 


The following summary of major accounting policies is presented to assist in the interpretation of the 
financial statements and other data presented herein. 


Principles of Consolidation — The consolidated financial statements include the accounts of Northern 
Electric Company, Limited (‘Northern Electric”) and all subsidiary companies. When stock ownership 
and control of subsidiary companies is acquired, the income of these companies is included in the 
consolidated financial statements only to the extent of the income earned since the date of acquisition of 
control. The subsidiary companies are: 


Ownership 
Microsystems International Limited (now Nedco (1975) Ltd.) .......... 0.0... cee ee eee 100% 
Nedco ‘Utd. ‘Gineorporated (in®- 1902): 5. fee coca se ee © Os Os 100% 
Nevron Industries Company ‘Limited (ncorporated m 1972) ..2.. .1.......-. quae «0 ee 100% 
Northern: EBlectrie: Caribbean Limited) Jamaica. 4); 0.0. paves. - o bh ee a eee 100% 
Northern Electric Company (Ireland) Limited (incorporated in 1973) .......................0.. 100% 
Northern Electric Telekomiinikasyon A.S., Republic of Turkey...............0...........5. 51% 
Northern: Telecom, Ine; U.S.A; ‘Gncorporated ins 197)? Men ee ee ee 100% 
Northern Electric (Europe) N.V., the Netherlands (incorporated in 1974) ....................... 100% 
Northern Electric (International) N.V., the Netherlands (incorporated in 1974) .................. 100% 


Translation of Foreign Currencies — The accounts of the foreign subsidiaries have been translated into 
Canadian dollars at exchange rates prevailing at the balance sheet date for working capital items, at 
exchange rates prevailing at the respective transaction dates for non-current assets and liabilities (and 
related depreciation and amortization) and at average exchange rates prevailing during the period for 
income and expenses. 


Depreciation — Depreciation is calculated on the straight line method using rates based on the expected 
useful lives of the respective assets as follows: 


Buildings — 214-314% ; machinery — 10-1624%; tools — 15-3314% ; and furniture and fixtures — 10%. 


Research and Development — Research and development expenses are charged to earnings in the years in 
which they are incurred. 


Income Taxes — Northern Electric and its subsidiary companies use the tax allocation basis of accounting for 
income taxes. Reductions in income taxes relating to losses carried forward in subsidiary companies are 
not taken up in the accounts until the date of their realization is determined. 


Maintenance and Repairs — The cost of maintenance and repairs of plant and equipment is charged to 
earnings in the years incurred. 


Inventories — Inventories are valued at the lower of cost (calculated generally on a first-in, first-out basis) 
and net realizable value. The cost of finished goods and work-in-process inventories is comprised of 
material, labour and manufacturing overhead. 


Goodwill — Goodwill represents the unamortized excess of the acquisition costs over the net assets of 
subsidiary companies. Goodwill is amortized over periods not exceeding forty years. 


Inventories 
Inventories consisted of the following at June 30, 1975: 
Raw’ Materials®. sh. nic ce 6 ae ee Leo oe $ 28,016,000 
Worksin=Process xs siete a cone es Se ea acer iat Oe er a ee 119,892,000 
Rinished! Goods 2. ene te ee a NS Nee te bh 87,062,000 
$234,970,000 


Inventories at December 31, 1971, 1972, 1973, 1974 and June 30, 1974 amounted to $112,161,000, $112,545,000, 
$177,295,000, $254,972,000 and $243,509,000 respectively. 
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3. 


Plant and Equipment 
Plant and equipment consisted of the following at June 30, 1975: 
Cost 
LU ial, Bas ee ote nc ERA, 48 lI Se a $ 7,480,000 
Buildings ytate Be ae 2 Dhol > Ee aR ie SERA. 6 actin Oe te eee a ee a 63,092,000 
MIERCRINERV ADE OMIPMONE ote th. 1s. ie Meet EG Sacuccn ss evan aA 216,689,000 
287,261,000 
Less: Accumulated Depreciation 
SECS ee eee eRe at Lh ne Aa irmre eNy EER ROMIE HD Webel ek, Side. heated Sats 24,512,000 
Machinery and Equipment .................... ae PME EMRE RS rat AS Pou. rerrsdenctihete ous 142,374,000 
166,886,000 
$120,375,000 
. Due to Banks and Notes Payable 
Due to banks (payable on demand) and notes payable (payable within 45 days) consisted of the following: 
Due to Banks Notes 
(interest bearing debt) Payable 
mMOUDICOULsLaNGiNy, Ab GUNE SO,71O7D «sce ea oe ae ee Oe hee ale ee Ot on ed dees $10,296,000 $ 7,788,000 
(Due to banks of $31,625,000, included $21,329,000 of disbursement cheques 
in transit) 
Maximum amounts outstanding at any month-end during 
ine mexemontas ended’ June: LOt5, chore ccs ee Fa. MOE eles Seaeee dae $10,296,000 $ 7,788,000 
Average amounts outstanding during 
REGIS MGHLAS CRGEU: I UDCHGO LO LOS: Ae lee Mere eae OO as Me baled ae ah $ 4,323,000 $ 538,000 
Weighted average annual interest rates during 
ENE XeMTOMLNS, CHAE, JUDEISOMLIZO cs ei dioaet< ars, ory gibi poe etptans ore Nia O Rae ae a 7.50% 7.12% 
Long Term Debt Outstanding 
Sinking Fund Authorized Current Long Term 
Debentures and Issued Redeemed Liability Debt 
ApeCmouc November, LOU 2805 wats ea ue eke aus cag 09 $20,000,000 $15,042000 $ — $ 4,958,000 
534% 1962 Series due December 15, 1982 ...................... 20,000,000 9,016,000 — 10,984,000 
Oro metles © due“ Apriltl5, 1986’ >. fo. via. ree eee wee enw 15,000,000 4,484,000 — 10,516,000 
9227. Series 1) due. April: 30, 1990) 0.558. Anse. Fe eR ek 40,000,000 7,203,000 — 32,797,000 


$95,000,000 $35,745,000 59,255,000 
Bante loanss (Notes 5) kenge ei ets i eee te se Ae alway lh acre RTO SE ,000 40,063,000 
OEE RIMOULENL ON) wes fe ere oe Se ee Oe TES FORTS Tee re See ee tee cetera _ 3,119,000 3,610,000 
$3,207,000 _$102,928,000 
Bank loans included the following: 
a) $35,000,000 term loan due August 1, 1977 at bank prime rate of interest. 
b) $ 4,800,000 term loan due 1976 to 1982 at bank prime rate of interest plus % of 1%. 


Both loans may be repaid at any time without penalty. 


At June 30, 1975, the amount of long term debt payable, including sinking fund requirements, in the years 1975 
through 1980, was $3,207,000, $8,109,000, $40,194,000, $4,106,000, $3,765,000 and $3,718,000 respectively. 


. Capital Stock 


Authorized — 39,000,000 common shares without nominal or par value for an aggregate value not exceeding 

$225 ,000,000. 

Under supplementary letters patent dated October 24, 1973, the authorized share capital of Northern 
Electric was increased from 2,250,000 to 3,000,000 common shares without nominal or par value and 
from an aggregate value of $175,000,000 to an aggregate value not exceeding $225,000,000. The 
number of authorized shares was subdivided on a 13 to 1 basis to 39,000,000 shares. Earnings per 
share have been retroactively adjusted to reflect this subdivision. 


Outstanding at June 30, 1975: : 
26-400. 23 (CACOMMEROI SHATCS Bf MYES.E <4 cines Cotheatte dens conus creat g oa, Ske $158 ,982,000 
On December 18, 1973 Northern Electric issued for cash 2,600,000 common shares for an aggregate 
value of $39,000,000. 


On December 9, 1974 Northern Electric made an offer to exchange its common shares with the holders 
of common shares and share purchase warrants of Microsystems, on the basis of one share of Northern 
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Electric for seven shares or fifteen share purchase warrants of Microsystems. Under such offer, 
47,056 common shares for an aggregate value of $779,000 were issued in 1974 and 259,731 common 
shares for an aggregate value of $5,228,000 were issued during the six months ended June 30, 1975. 


7. Lease Commitments 


Northern Electric and its subsidiary companies are party to certain non-cancellable leases for property and 
equipment used in the performance of its business. At June 30, 1975 the aggregate minimum annual rental 
commitments for all such leases, and the commitments for non-capitalized financing leases included 
therein, were approximately as follows: 


(thousands of dollars) 
Year Aggregate Financing 
1975 ached neh sce ED a ea sed ee le $ 5,348 $1,766 
LOG) 6) RD ce A, BeNOR so Beer Oe edie: ein cate eee 9,024 1,519 
1977 ic 1 Oe et ee ee 4,205 1,217 
1078 6!) Ate heels es See ee ge ee 3,615 1,169 
19719 ee eee as es ee Oe ee 3,648 1,355 
TORO”, ee ene Sone ie en aie ene eae 2.767 1377 
TOS RESO ocx oc | RRR eet ee ee dolls nee 2k iii ile aie re me ie Sa ae 10,022 7,281 
TOSB=90 | fence A Ree coe eee ee eee te mee 6,596 6,368 
1091-05. i. occ CP ote ie eR ee emer eee cians 1,874 1,707 


8. Incentive Remuneration Plan 


In 1972, Northern Electric established an incentive remuneration plan to grant awards to officers and other 
key employees who are considered to have made an outstanding contribution to the success of Northern 
Electric. Amounts charged to earnings for the years ended December 31, 1972, 1973, 1974 and the six 
months ended June 30, 1974 and 1975 were $936,000, $3,550,000, $3,600,000, $1,800,000 and $1,800,000 
respectively. 


9. Plan for Employees’ Pensions 


Northern Electric and certain subsidiary companies have non-contributory plans which provide for service 
pensions based on length of service and rates of pay. The last actuarial reviews as of December 31, 1973 
indicated that all vested benefits were fully funded and that on a winding-up basis no unfunded liability 
existed in respect of past service pension costs. 


The cost of the plans charged to earnings for the years ended December 31, 1972, 1973, 1974 and the six 
months ended June 30, 1974 and 1975 were $13,528,000, $15,566,000, $19,435,000, $8,608,000 and 
$9,818,000 respectively. 


10. Supplementary Information — Consolidated Statement of Earnings 
(thousands of dollars) 


Six months ended 


_ Year ended December 31,__ ___ June 30,___ 

19721973. 19749749 

a) Maintenance and répairs=, 0 <i... Lae eee $10,774 $10,865 $17,631 $ 7,862 $10,036 
b)Depreciation’s 0: fe ye seen Meee 0 Mee, a eens $13,047 $16,587 $25,797 $12,832 $11,710 


c) Taxes other than income taxes 
Property and) business oie, hoot ee eee en eta $ 4,467 $ 4,340 $ 4,641 $ 2,229 $ 2,826 


Payroll Vee et hottest no aie Seek On ee 3,675 4,478 7,398 4,471 4,503 
TL ORG ARR ses Need iste Tue en EET ee RO $ 8,142 $ 8,818 $12,039 $ 6,700 $ 7,329 
di): Rents) exnense: ac cg oh tastes | Noes eck s altel aoe ee ec ear Ae ee $ 4,276 $ 5,234 $ 6,185 $ 3,969 $ 3,828 


11. Trust Agreement Restrictions 


Under the terms of the Trust Agreement relating to the debentures of Northern Electric, there are certain 
restrictions with respect to the payment of dividends (other than stock dividends) and the purchase, 
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redemption or reduction of any of its shares. As at June 30, 1975, $151,087,000 of shareholders’ equity was 
free from these restrictions. 


12. Unused Bank Lines of Credit 


At June 30, 1975, Northern Electric and certain subsidiary companies had unused bank lines of credit, 
generally available at the prime bank rate of interest, of approximately $60,000,000. 


13. Litigation 


Among legal actions pending against. Northern Electric are the following: 


One suit instituted in 1971 claims $9,200,000 in lost commissions, loss of profits and damages arising 
from Northern Electric’s unaccepted tender for installation of a microwave system in Libya. A second 
suit instituted in 1974 claims $8,960,000 in lost commissions, damages and finder’s and standby fees 
arising essentially from Northern Electric’s unsuccessful attempt to secure a contract for the installation 
of telephone lines and equipment in Peru. Litigation counsel to Northern Electric in these suits is of 
the opinion that there are valid substantive defences. 


A third suit instituted in 1974 as a purported class action alleges violation of the United States securities 
laws in Northern Electric’s purchase offer for shares of Dictaphone Corporation, and seeks damages 
of “not less than $3,000,000”. Northern Electric has denied all material allegations of wrongdoing. 
At this stage of the litigation, Northern Electric’s litigation counsel is unable to express an opinion as 
to Northern Electric’s ultimate liability, if any. If the action does not qualify as a class action, the action 
will be limited to a claim for the plaintiff’s own damages, which are alleged to have been less than $94,000. 


Based on the foregoing, no provision has been established for these actions. 


14. Translation of Foreign Currencies 
The aggregate amount of exchange adjustments included in the determination of net earnings amounted to 
less than 1% of such net earnings for each period presented. 


15. Subsequent Events 
Long term debt repaid in July 1975 (see Note 5) was as follows: 


a) The bank term loan due August 1, 1977 amounting to $35,000,000 and $2,000,000 of the bank term 
loan due 1976 to 1982. 


b) Other debt amounting to $6,729,000, including current liability of $3,119,000. 


BELL CANADA 


Bell Canada was incorporated by Special Act of the Parliament of Canada in 1880 and has its head office 
and its principal offices at 1050 Beaver Hall Hill, Montreal, Quebec, Canada H38C 3G4; telephone number (514) 
870-1511. The act of incorporation of Bell Canada provides that it may be legally designated as The Bell 
Telephone Company of Canada, La Compagnie de Téléphone Bell du Canada or Bell Canada. As used herein the 
term “Bell Canada” refers to the parent company only and the term “Company” means Bell Canada and its 
subsidiary companies. 


Bell Canada provides voice, visual, data and other telecommunication services and facilities in the Prov- 
inces of Ontario and Quebec and in the Northwest Territories. Bell Canada’s telephone subsidiaries provide 
telecommunication services in New Brunswick, Newfoundland, Nova Scotia, Prince Edward Island and parts 
of Ontario and Quebec. Northern Electric Company, Limited (“Northern Electric”), a Bell Canada subsidiary, 
is the largest manufacturer of telecommunication equipment in Canada and, through a subsidiary, one of the 
largest distributors of electrical and industrial equipment in Canada. 


The Company’s consolidated revenues and net income for 1974 were derived approximately 53% and 72% 
respectively from telecommunication services provided by Bell Canada and 10% and 7% respectively from 
telecommunication and related services provided by its telephone subsidiaries. Substantially all of the remaining 
37% and 21% respectively was from the manufacture and sale of telecommunication equipment and the 
distribution of electrical products by Northern Electric and its subsidiaries. 


Bell Canada has the largest number of shareholders of any Canadian corporation with approximately 
217,000 registered holders of Common Shares, of whom almost 98% are registered as resident in Canada and 
hold approximately 98% of the Common Shares outstanding. There are approximately 42,000 registered 
holders of Preferred Shares, of whom almost 99% are registered as resident in Canada and hold more than 
99% of the Preferred Shares outstanding. In January 1975 American Telephone and Telegraph Company 
(“AT&T”) disposed, principally to Canadian investors, of its entire shareholding in Bell Canada, which then 
amounted to 749,992 Common Shares or approximately 2% of the total number of Common Shares then 
outstanding. 


CAPITAL EXPENDITURES 


The Company has been making and expects to continue to make large capital expenditures to meet the 
demands for telecommunication services and to improve such services. Total consolidated investment in 
telecommunication and other property increased from approximately $4,300,000,000 at December 31, 1969 
to approximately $7,500,000,000 at June 30, 1975 after giving effect to additions as well as retirements, but 
before deducting the accumulated depreciation at either date. Consolidated capital expenditures have been 
approximately as follows: 


1070. eeeee ne ee $481,402,000 1873: ee $693,461 ,000 
19712 Sig ee ee $554,561,000 1074) pe eee $982,992,000 
19723 ae eee eee $606,311,000 1975 (six months ended 

Jane s0)h 5-5... $552 380,000 


It is expected that consolidated capital expenditures for 1975 will be approximately $1,000,000,000, of 
which more than half is expected to be generated from internal sources. Increased demand for telephone services 
and a higher rate of inflation were the principal reasons for the higher levels of expenditures in 1974 and 
anticipated for 1975 and thereafter. For information as to the impact on capital expenditures of Bell Canada 
of recent regulatory decisions, see ‘““Regulation” under “Business of Bell Canada and its Subsidiaries”’. 


As a result of its construction program, it has been necessary for Bell Canada to obtain large amounts of 
new capital from external financing to supplement internally generated funds. It is expected that it will be 
necessary to obtain further large amounts of new capital, through debt or equity financing or both, to provide 
for future capital expenditures. 
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DIVIDENDS AND PRICE RANGE OF SHARES 
OF BELL CANADA 


Bell Canada has paid dividends to its shareholders every year since 1881. During the five years and six 
months ended June 30, 1975 it has paid dividends on its Common and Preferred Shares as follows*: 


Year ___ Six months__ 
1970 _ Asz1 1972 1973 1974 1975 
$ $ $ $ $ $ 

Pere@omimnon? Share: Sok saa faccc’s oe sts ob Mae 2.50 2.62 2.65 2.80 3.05 1.64 
Otel CbNOUsaNdS) Co... ee cee cece 90,205 96,021 97,456 103,333 113,086 62,429 

Per $3.20 Convertible Preferred Share ..... 2.32 3.20 3.20 3.20 3.20 1.60 
otaithousands) .: eth. FRc 4,640 6,400 6,400 6,400 6,274 2,243 

Per $3.34 Convertible Preferred Share ..... — 1.06 3.34 3.34 3.34 1.67 
HotalaGchousands)™swacen see. ote — 2,120 6,680 6,680 6,678 2,845 

Per $4.23 Convertible Preferred Share ..... — — — — — 2.25 
er Oval (thOWUsANdS) Soh. ass eae fe so — — = — — 4,500 

Per $2.25 Preferred Share ..........+...... — — a 0.46 2.25 1.12 
ARotale«thousands): ©....4..960 6 «aes se — — — 782 3,773 1,835 


*The amounts shown represent the dividends paid out during the periods. These amounts differ from those shown in Bell Canada’s 
annual reports and in the Prospectus Summary wherein dividends are treated on an accrual basis. 
On August 27, 1975, the Board of Directors of Bell Canada declared a third quarter dividend of $0.86 per share 
payable on October 15, 1975 to holders of Common Shares of record on September 15, 1975. 


The Common Shares of Bell Canada are listed on the Montreal, Toronto and Vancouver Stock Exchanges 
in Canada and on the stock exchanges in Amsterdam, Brussels, Diisseldorf, Frankfurt am Main, London, Paris 
and Ziirich. The following table sets forth the high and low closing sale prices on the Montreal and Toronto Stock 
Exchanges of the Common Shares of Bell Canada for the periods indicated: 


Montreal Toronto 

High Low High Low 
Year 
1970 $4734 $3814 $4734 $3814, 
1971 50 44 50 434, 
1972 471, 4134 4752 4154 
1973 
First Quarter 453% 43 453% 43 
Second Quarter 45 42 45 42 
Third Quarter 421% 3934 421, 3934 
Fourth Quarter 42 3814 42 3814 
1974 
First Quarter 4434, 391 445%, 3956 
Second Quarter 44 401% 441% 401% 
Third Quarter 441/, 401% 441% 4014 
Fourth Quarter 45 405% 45 40% 
1975 
First Quarter 485% 43% 483% 43% 
Second Quarter 471", 44, 473% 44U/, 
Third Quarter 45 4034 45 4034 
October (through October 6) 41, 4034 413% 4034 


On October 6, 1975, the closing sale price on The Toronto Stock Exchange was $41 (equivalent to USS. 
$39.98 based on the noon spot rate as reported by the Bank of Canada). 
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CONSOLIDATED CAPITALIZATION OF BELL CANADA AND SUBSIDIARY COMPANIES 


The following table sets forth the capitalization of the Company at June 30, 1975, July 31, 1975 and at 
July 31, 1975, as adjusted to give effect to (a) the sale of 5,250,000 Units consisting of 5,250,000 Common Shares 
of Northern Electric and Warrants to purchase 2,625,000 Common Shares of Bell Canada at $46 per share 
(the ‘‘Warrants”) and (b) the exercise of the Warrants at the exercise price: 


Authorized Outstanding 
July 31, 1975, 
after giving 
effect to the 
sale of the 
Units and the 
exercise of the 
June 30, 1975 July 31, 1975 Warrants 
EQUITY: (dollars in thousands) 
Bell Canada: 
Capital Stock (1) 
Common, par value $25 ........... $  982,549(2) $  987,829(2) $ 1,053,454(2) 
(39,301,962 shs) (3) (39,513,143 shs)(3) (42,138,143 shs) (3) 
Cumulative Redeemable 
Voting Preferred 
$3.20 Convertible, par value $47 $ 35,377 $ 33,724 $ 33,724 
( 752,692 shs) ( 717,539 shs) ( 717,539 shs) 
$3.34 Convertible, Class B, 
Series B, par value $52 ...... $ 56,593 $ 54,929 $ 54,929 
( 1,088,333 shs) ( 1,056,331 shs) ( 1,056,331 shs) 
$4.23 Convertible, Class C, 
Series D, par value $47 ...... $ 94,000 $ 93,986 $ 93,986 
( 2,000,000 shs) ( 1,999,700 shs) ( 1,999,700 shs) 
$2.28 Convertible, Class C, 
Series E, par value $25 ...... $ 125,000 $ 125,000 $ 125,000 
( 5,000,000 shs) ( 5,000,000 shs) ( 5,000,000 shs) 
$2.25 Class B, Series C, 
par value $s0 6) eee $ 48,756 $ 48,681 $ 48,681 
( 1,625,200 shs) ( 1,622,700 shs) ( 1,622,700 shs) 
$ 1,342,275 $ 1,344,149 $ 1,409,774 
Premium on Capital Stock ............ 431,916 435,052 490,177 
Contributed Surplusweeeeeee eee 15,292 15,292(7) 15,292(7) 
RetainedeLamings seer ee ee 572,147 572,147(7) 627,820(8) 
Applicable to Shares of Bell Canada . 2,361,630 2,366,640 2,543,063 
Minority Interest in Subsidiary Companies 
Preferredesharesi. eee eee ee 85,109 85,109(7) 85,109(7) 
Commonysharesie per eee eee 115,291 115,291 (7) 177,831 (9) 
200,400 200,400 262,940 
Total ‘Equity? 402.0700) soeee eee 2,562,030 2,567,040 2,806,003 
DEBT: (4) (5) 
Long Term Debt 
Bell Canadas: 355... 2 eae ee 2,160,926 2,160,926 2,160,926 
Subsidiary Companies ................ 402,070 380,138 380,138 
Notes Payable 
Bell Cangdascnk.cs. veka ee 17,448 15,932 15,932 
Subsidiary, Companies |... -n aoe 46,997 64,371 64,371 
Total Debt ..46..25. (eee or eee 2,627,441 2,621,367 2,621,367 
Commitments (6) 
Total Capitalization ................ $ 5,189,471 $ 5,188,407 $ 5,427,370 
Notes: 


1. Bell Canada’s authorized capital is as follows: 
By Charter — $1,750,000,000 divided into Common Shares of the par value of $25 each, and into Preferred 
Shares. 
By Shareholders — $1,750,000,000 divided into Common Shares of the par value of $25 each, and: (a) not more 
than 4,000,000 of a class of Preferred Shares to a maximum aggregate amount of $100,000,000; (b) not more 


than 9,000,000 of another class of Preferred Shares to a maximum aggregate amount of $225,000,000; and (c) 
not more than 12,000,000 of another class of Preferred Shares to a maximum aggregate amount of $300,000,000. 
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. Under the Employees’ Savings Plan (1966) referred to under “Employees’ Savings Plan and Options” as at 
June 30, 1975 deposits to an amount of $5,291,000 had been received from employees of Bell Canada and of 
certain subsidiaries against the purchase of Common Shares. 


. Not including Common Shares reserved for issuance upon conversion of the outstanding Convertible Preferred 
Shares or for issuance under the Employees’ Savings Plan (1966) of Bell Canada. 


. All bonds issued by Bell Canada rank pari passu with one another. 


All bonds or debentures of each series issued by subsidiary companies rank, as to all other bonds or debentures 
issued by that company, pari passu with one another except as to sinking fund provisions applicable to any 
particular series. 


. For details of debt, reference is made to Notes 5 and 6 of the Notes to Financial Statements of Bell Canada and 
Subsidiary Companies. 


. For details of commitments, reference is made to Lease Commitments in Note 7 of the Notes to Financial 
Statements of Bell Canada and Subsidiary Companies. 


7. At June 30, 1975. 


. At June 30, 1975, after giving effect to the estimated gain, net of related tax, on the sale of 5,250,000 Common 
Shares of Northern Electric. 


. At June 30, 1975, after giving effect to the sale of 5,250,000 Common Shares of Northern Electric. 
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CONSOLIDATED INCOME STATEMENT OF 
BELL CANADA AND SUBSIDIARY COMPANIES (Note A) 


The following consolidated income statement of Bell Canada and its subsidiary companies for the five years 
ended December 31, 1974, and for the six months ended June 30, 1974 and 1975, has been examined by Touche 
Ross & Co., independent chartered accountants, whose report is included elsewhere herein. The results for the six 
months ended June 30, 1975 are not necessarily indicative of the results that will be realized for the full year. This 
statement should be read in conjunction with the other financial statements and related notes included elsewhere 
herein. 


(thousands of dollars) 
Six months ended 
Year ended December 31, June 30, 
1970) ATL. 5 toy ABTZay { oj 10TBS LU epeLATge Jn 974 ee ae 
Operating revenues 
Pocal “Servite, ee) ene a ee ee $ 571,569 $ 632,746 $ 700,893 $ 776,678 $ 863,459 $ 415,631 $ 475,892 
iLong* distancesservice=.. = ner ee 441,694 472,528 541,758 643,421 749,972 361,351 416,083 
Miscellaneous#—= net 3. 4-8 cee oases: 45,248 51,433 58,407 67,709 79,949 39,716 44,163 
Total Operating Revenues .......... 1,058,511 1,156,707 1,301,058 1,487,808 1,693,380 816,698 936,138 
Operatingzexpenses...2. ites co nd eek ae oe 702,927 781,392 884,274 1,021,601 1,191,810 570,589 691,549 
Net Operating Revenues ............ 355,584 375,315 416,784 466,207 501,570 246,109 244,589 
Sales revenues — manufacturing and 
distributing aUNobe, ees on aie ieee 563,611 577,401 535,025 613,772 972,226 460,840 546,887 
Less: Cost: oftaallesis s5 42-9 te ee 469,827 466,728 406,137 452,996 720,765 339,352 398,376 
Selling, general and administrative 
CX CSCS By .c5.57. (on ree eee 51,691 52,017 55,039 66,622 96,682 43,203 50,716 
Othervjexpenses!= ps ee 30,996 29,677 28,039 32,656 47,617 19,649 23,602 
Net Sales Revenues .................. 11,097 28,979 45,810 61,498 107,162 58,636 74,193 
Total Net Revenues................ 366,681 404,294 462,594 527,705 608,732 304,745 318,782 
Other income 
Interest charged to construction ........ 8,193 10,385 10,756 11,268 17,178 7,954 10,245 
Mascellaneous® --eeetereee ee ee 3,066 1,377 (589) 10,424 8,674 6,442 5,160 
Total Other Income ................ 11,259 11,762 10,167 21,692 25,852 14,396 15,405 
Income before Underlisted Items . . 377,940 416,056 472,761 549,397 634,584 319,141 334,187 
Interest charges 
Interest on long term debt ............. 87,944 102,987 115,099 131,319 146,573 68,867 91,258 
Otherminteresther rea ie eee 5,847 2,362 2,773 5,483 12,787 5,449 4,082 
Total Interest Charges .............. 93,791 105,349 117,872 136,802 159,360 74,316 95,340 
Income before Income Taxes, Minority 
Interest and Extraordinary Items ... 284,149 310,707 354,889 412,595 475,224 244,825 238,847 
Income taxes (Note) B)! 22s... 50-547 oe 148,028 154,627 171,183 206,540 239,372 119,959 111,705 
Income before Minority Interest and 
Extraordinary Items ................ 136,121 156,080 183,706 206,055 235,852 124,866 127,142 
Minority interest .................000000- 3,319 4,850 7,312 6,080 11,416 7,369 10,248 
Income before Extraordinary Items ... 132,802 151,230 176,394 199,975 224,436 117,497 116,894 
Extraordinary items (Notes A and C) ..... — — (908) 5,396 — — (2,429) 
Nets Income: s350 a ee ees 132,802 151,230 175,486 205,371 224,436 117,497 114,465 
Dividends on preferred shares ............ 5,706 9,350 13,079 14,020 17,594 8,426 10,406 
Net Income Applicable to Common 
Shares te 6-0) so oe eh ton Se $ 127,096 $ 141,880 $ 162,407 $ 191,351 $ 206,842 $ 109,071 $ 104,059 
Earnings per Common Share* 
—pbefore extraordinary items ....... $3.50 $3.87 $4.44 $5.04 $5.57 $2.95 $2.78 
—after extraordinary items ........ $3.50 $3.87 $4.41 $5.18 $5.57 $2.95 $2.71 
Assuming full conversion of convertible 
preferred shares 
—before extraordinary items ....... $3.49 $3.82 $4.32 $4.86 $5.34 $2.82 $2.66 
—after extraordinary items ........ $3.49 $3.82 $4.30 $4.99 $5.34 $2.82 $2.60 
*Based on average common shares 
outstanding (thousands) .............. 36,262 36,680 36,808 36,931 37,128 37,005 38,359 
Dividends Declared per Common Share . $2.50 $2.65 $2.65 $2.85 $3.12 $1.56 $1.72 


Note references are to Notes to Consolidated Income Statement of Bell Canada and Subsidiary Companies and 
to Notes to Financial Statements of Bell Canada and Subsidiary Companies. 
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NOTES TO CONSOLIDATED INCOME STATEMENT OF 
BELL CANADA AND SUBSIDIARY COMPANIES 


These notes should be read in conjunction with the Notes to Financial Statements of 
Bell Canada and Subsidiary Companies. 


A. Disposal of a Segment of a Business 


The extraordinary item of $2,429,000 for the six months ended June 30, 1975 represents a provision for 
estimated costs of the winding-down of the semiconductor, business of Microsystems International 
Limited. This presentation is in accordance with Canadian reporting practices. 


Under U.S. practices, the disposal of a segment of a business requires different reporting; however, Net 
Income and Earnings per Common Share are identical under both Canadian and U.S. reporting practices. 
The classification of this item as a “disposal of a segment of a business” under U:S. reporting practices 
would have resulted in the following revised figures in the Consolidated Income Statement: 


(thousands of dollars) 
Six months ended 
Year ended December 31, June 30, 

1970 1971 1972 1973 1974 1974 1975 

Sales revenues — manufacturing and ae. ae. pa ae a bie ae 
distributing, as reported ............... $563,611 $577,401 $535,025 $613,772 $972,226 $460,840 $546,887 
Less — Sales of discontinued operations 228 1,542 7,843 15,951 23a 14,012 4,850 
Sales of Continuing Operations....._._... $563,383 $575,859 $527,182 $597,821 $948,514 $446,828 $542,037 


Net Income from Continuing Operations 138,051 155,098 178,019 211,387 232,001 119,018 118,415 


Discontinued Operations (net of a SSS SS SE 
minority interest) — 


Loss from operations of discontinued 


DUSINGSSaRa ae creee Oe Ae en et 5,249 3,868 2,533 6,016 7,565 1,521 1,521* 
Loss on winding-down of discontinued 
business (net of income taxes of $2,100) — — — — — = 2,429 
5,249 3,868 2,533 6,016 7,565 1,521 3,950 


Net Income 


Earnings per Common Share (after 
extraordinary items and assuming 
full conversion of convertible 
preferred shares) 


— From Continuing Operations ...... $ 3.63 $ 3.92 $ 4.36 $ 5.14 $75.52 $ 2.86 $ 2.69 
— From Discontinued Operations (Losses) $(0.14) $(0.10) $(0.06) $(0.15) $(0.18) $(0.04) $(0.09) 
—Net Income ....... ae $ 3.49 $ 3.82 $ 4.30 $ 4.99 $ 5.34 $ 2.82 $ 2.60 


*Net of income taxes of $1,131. See Note 1 — Income Taxes 
B. Income Taxes 
The Company’s effective income tax rate as determined from the income statement (aggregate income taxes 


divided by the sum of aggregate income taxes and net income) was not materially different from the 
statutory (Canadian Federal and Provincial) income tax rate for any of the periods presented except 


the six months ended June 30, 1975 detailed below: Gir wurnihe ended 
June 30, 
1975 
StatutonvelnCOMestaxe Tate ye reer i: veer: ou eee eee pane orn eins See rerio cas EL 51.5% 
(i) Interest charged to construction, net of applicable depreciation adjustment .................... (1.7) 
(ii) Reduction of Canadian Federal taxes applicable to manufacturing profits ...................... (2.6) 


(iii) Other miscellaneous differences between the calculations of taxable income and book income 
before taxes and outright reductions of taxes for the period resulting from investment tax credits 


BISCO ES TN GS ee te onside § RR eam UMC et rrr PE LRRD CAD tii vd aie tevcluaaateee aut ass (0.4) 
PET oly CHINCOME TIONS TAL: A ee, Re DT et EL Oe SNS, CoN 5 REN ad BARS 46.8% 
Details of the Company’s income taxes are as follows: hansandeae dollars) 

Six months ended 

— yYear ended December 31,___ June 30, 

1972 1973 1974 1974 1975 

CURFEn tres ee a Ree a One AR $ 86,758 $116,693 $142,927 $ 76,495 $ 58,429 
IDefernedeee caret cine Fine ee Aig aera PPA ee org tale 84,425 89,847 96,445 43 464 53,276 
Totaleincomestaxes shat se 1 eNe. & Jee raet heme en ews $171,183 $206,540 $239 372 $119,959 $111,705 


Adjustments to deferred income taxes have been made as a result of changes in methods of accounting for 
certain expenditures for income tax purposes. 
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C. Extraordinary Items 


In 1972 loss of $908,000 ($.03 per common share) on foreign exchange on repayment at maturity in 1972 
of long term debt payable in United States funds. 


In 1973 interest of $5,396,000 ($.14 per common share), net of income taxes of $5,618,000, on income tax 
refunds resulting from re-assessments in 1973 of income taxes for the years 1964 to 1969. 


In 1975 loss of $2,429,000 ($.07 per common share) represents provision, after deducting income taxes and 
minority interest totalling $2,571,000 for estimated costs of winding-down of the semiconductor business 
of Microsystems International Limited. (See Note A) 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF CONSOLIDATED 
INCOME STATEMENT OF BELL CANADA AND SUBSIDIARY COMPANIES 


Total Operating Revenues 

During the periods 1973, 1974 and the six months ended June 30, 1975, total operating revenues rose 14.4%, 
13.8% and 14.6%, respectively, reflecting increased demand for local and long distance telecommunication 
services and secondly, rate awards. Bell Canada received rate awards in June 1972, July 1973 and September 1974. 
The number of long distance messages increased from 404,000,000 in 1972 to 457,000,000 in 1973 and to 522,000,000 
in 1974, increases of 13% and 14% respectively. For the six months ended June 30, 1975, the increase in long 
distance messages was 10% over the corresponding period of 1974. 


Operating Expenses 

Heightened demand for telecommunication services necessitated increased investment in plant in service 
(percentage increases were 8.9% in 1973, 12.6% in 1974 and 6.6% at June 30, 1975 as compared to December 31, 
1974), resulting in both increased depreciation (increases of 13.1% in 1973, 12.9% in 1974 and 13.8% for the six 
months ended June 30, 1975 over the same period in 1974) and maintenance expense (increases of 10.2% in 1973, 
19.4% in 1974 and 21.5% for the six months ended June 30, 1975 over the same period in 1974). Also contributing 
to increased depreciation expense in the periods under discussion were adjusted depreciation rates due to modified 
service lives of certain plant. Higher wages and employee benefits following the effects of inflation-related 
settlements and employee growth also contributed to the increased maintenance expense and resulted in increases 
in other categories of operating expenses. 


Net Sales Revenues — Manufacturing and Distributing 

Sales revenues increased 14.7% in 1973, 58.4% in 1974 and 18.7% for the six months ended June 30, 1975 
over the same period in 1974 principally as a result of higher sales volume of established company manufactured 
products and successful introduction of several new products, together with various price increases. Penetration 
into new markets, particularly in the United States, together with an increased share of the higher level of expen- 
ditures by certain major customers, especially in 1974, also accounted for a significant increase. 


Related cost of sales increased by 11.5% in 1973, 59.1% in 1974 and 17.4% for the six months ended 
June 30, 1975 over the same period in 1974 in respect of both materials and labour but remained virtually unchanged 
in relation to sales. Unit costs of materials and labour escalated as a result of inflation but offsets resulted from 
the phase-out of obsolete products and inefficient facilities together with improved control of operations through 
decentralization. 


Other Income 
The increases in interest charged to construction are due to increases in plant under construction. 


Total Interest Charges 

Interest expense on additional debt incurred at higher interest rates to support expanded telecommunication 
construction programs was the main contributor to increased interest charges for the periods under discussion. 
Percentage increases were 16.1% in 1973, 16.5% in 1974 and 28.3% for the six months ended June 30, 1975 over 
the same period in 1974. 


Income Taxes 
In 1973 and 1974 income taxes rose primarily as a result of higher earnings. 


Minority Interest 

In the last quarter of 1973 Northern Electric issued Common Shares to the public. This share issue, coupled 
with increased consolidated earnings by Northern Electric, gave rise to the increase in the minority interest in 
1974 and the first half of 1975. 


Supplementary Income Statement Information 

Maintenance and repairs and depreciation increased, as discussed above, as a result of increased plant. 
Research and development expense was higher principally as a result of inflation-related compensation increases 
during the period 1973 to June 30, 1975, together with increased product development activity which accelerated 
in 1974. Percentage increases in research and development expenses were 16.1% in 1973, 29.1% in 1974 and 
16.3% for the six months ended June 30, 1975 over the same period in 1974. 
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BUSINESS OF BELL CANADA AND ITS SUBSIDIARIES 


The Company is the largest Canadian supplier of telecommunication services and equipment. The Com- 
pany provides voice, visual, data, radio and television transmission, public exchange and private line tele- 
typewriter and other telecommunication services in the Provinces of Ontario, Quebec, New Brunswick, New- 
foundland, Nova Scotia and Prince Edward Island and the Northwest Territories. 


Northern Electric (a subsidiary of Bell Canada) and its subsidiaries manufacture a broad line of telecom- 
munication equipment and distribute a wide range of electrical, industrial and electronic products. 


Telecommunication and Related Services 


The Company operates about 8.7 million telephones in Canada, representing about 70% of the estimated 
12.7 million telephones in Canada. Approximately 65% of the telephones in Canada are in Ontario and Quebec 
and the Company operates approximately 95% of all telephones in these provinces. (For certain statistical 
information as to the population and economic development of Ontario and Quebec see “Principal Service Area”.) 
Bell Canada’s telephone subsidiaries provide substantially all the telephones in the areas they serve. Almost all of 
the Company’s telephones are dial-operated and over 80% of them are equipped for Direct Distance Dialing. 


The following table sets forth information concerning the Company’s telecommunication services: 


Six months ended 
Year ended December 31, __ June 30,___ 


1970 1971 1972 1973 1974 1974 1975 
Telephones in Service* (thousands) 


Business ick cho te Paapeeene ued aa ee 1999 2,096 2,226 2,378 2,545 2,478 2,624 
Riesidentetc can ieee, ae ee ee ee eke: 4,781 5,022 5,403 5,689 6,021 5,829 6,107 
Total ea ek ee ee ee ee 6,780 7,118 7,629 8,067 8566 8,307 8,731 


Long Distance Messages (millions) ................ 326 350 404 457 522 250 275 


* At end of period. 


Implementation of integrated planning with other telephone companies in Canada and the United States 
enables the Company to provide its customers with telecommunication services throughout Canada, the United 
States and other parts of the world. Bell Canada and its major telephone subsidiaries are members of the Trans- 
Canada Telephone System (‘“TCTS”), a working association of nine major Canadian telephone companies, 
which operates a coast-to-coast microwave radio relay network of more than 37,500 miles, of which over 17,000 
miles are located within the Company’s service area. 


In addition to basic residential and business telephone services, other telecommunication services are 
provided by the Company’s networks. For instance, customers can be supplied with private branch exchange 
(“PBX”) services, paging services, mobile telephones, conference services and automatic answering equipment. 
The Company also provides specialized telecommunication networks serving pipeline companies and electrical 
utilities, services and facilities for private line telephone and signal channel use and a microwave radio relay 
system for the transmission of radio and television. 


Electronic switching systems are being installed to replace or supplant existing electro-mechanical systems. 
41 electronic switching systems are now in operation in nine cities in Bell Canada’s service area, including 
Montreal, Toronto and Ottawa. Approximately 8% of Bell Canada’s telephones in service are connected to 
electronic switching systems. 


In conjunction with TCTS, Bell Canada operates data transmission systems for teletypewriters and for 
computer installations. The most important of these systems is “The Dataroute” the world’s first nationwide 
digital data transmission facility available on a commercial basis, which was introduced in 1973. In October 
1974 the Computer Communications Group of the TCTS announced plans for a new nationwide network for 
data communications, called the “Datapac” network, developed by Bell-Northern Research Ltd. (“BNR”) 
(see “Research and Development” below). This will be a universally available data network based on the 
principles of digital transmission and “packet switching” (by which messages are broken down into individual 
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packets, each with their own address code, and shunted through the switching network to arrive at their proper 
destination). “Datapac 1000”, an inquiry/response service for low-volume users, is available now using interim 
technology. The full “Datapac” service is scheduled to be in operation by mid-1976. 


Principal Service Area* 

Ontario and Quebec are the two largest and most populous Canadian provinces. Their combined population 
of 14,228,000 represented approximately 63% of the total Canadian population at December 31, 1974. With 
estimated gross provincial products totalling $91.1 billion in 1974, economic activity in Ontario and Quebec 
represented approximately 65% of the Canadian gross national product and 78% of total wholesale value of 
manufacturing industry factory shipments for all of Canada. The following table sets forth certain statistical 
information as to the combined population and economic development of Ontario and Quebec in recent years: 

Gross Provincial 


Population Products Dwelling 
(in thousands) (in billions) Unit Starts 
LODO so. 8 Games i eee et Lee LATE ote SSE Oe Se ES 13,564 $56.4 123,793 
LOT ioe oka den cae ata a oe Mena, galt ee Cone. Cag ge ag 13,731 60.9 141,762 
17) See a EE. ean SOOM, Gash teed Arn 2 MOE ER Re ee 13,884 67.9 158,679 
OTS Reg ee ee AE eG PO ie, OTe UE nn SARE nats GS 14,020 77.5 170,086 
DO TE hl Wea era ee BA LCR Oe bree A enema MON | ae a 14,228 91.1 137,145 


*Source: Statistics Canada; Department of Industry and Commerce of Quebec; Ministry of Treasury, Economics and 
Intergovernmental Affairs (Ontario). 
Telephone Subsidiaries . 

Most of the telecommunication services in New Brunswick, Newfoundland, Nova Scotia, Prince Edward 
Island and in certain parts of Ontario and Quebec not served directly by Bell Canada are provided by Bell 


Canada’s telephone subsidiaries, which are: 
% Ownership 


of Common Telephones 
Name Shares* in Service* Service Area 

The New Brunswick Telephone Company, 

limited eee Cn he SPOS I Wee 51.1 314,924 New Brunswick 
Newfoundland Telephone Company Limited .. 99.8 145,554 Newfoundland 
Maritime Telegraph and Telephone Company, 

Bimibedsands SUbSICIATY #... .06 04s) ee ee OZ 434,590 Nova Scotia and Prince Edward Island 
Northern Telephone Limited and Subsidiary .. 99.7 126,817 Most municipalities of northern Ontario and 


northern Quebec 
Télébec Ltée, Telontario Incorporated and 
Subsidiary Companies and The Capital 
Telephone Company Limited .............. 100 56,421 Certain areas of Ontario and Quebec 


* At June 30, 1975. 

** At June 30, 1975, Bell Canada was the registered owner of 2,142,942 shares; however, under a statute passed by the Legislature 
of Nova Scotia, not more than 1,000 shares may be voted by any one shareholder. Bell Canada designates two of Maritime’s 15 
directors. 

Tele-Direct Ltd., a wholly-owned subsidiary of The Capital Telephone Company Limited, handles all 
aspects of the production and distribution of white and yellow page telephone directories, as well as the sale 


of the directory advertising therein, for Bell Canada and certain other Canadian telephone companies. 


Regulation 

Bell Canada is subject to regulation by the Canadian Transport Commission (the “Commission”) in respect 
of its rates and the issuance of its capital stock. There is no statutory requirement for the Commission to fix 
a rate base and a rate of return on that base, or to fix a permissible level of earnings. The Board of Transport 
Commissioners, the predecessor of the Commission, stated in a 1966 Judgment that its jurisdiction over Bell 
Canada is “mainly one of fixing, determining, and enforcing just and reasonable rates and charges, free from 
unjust discrimination or undue preference”. Between 1919 and 1966 the Board of Transport Commissioners 
established reasonableness of rates with reference to a level of earnings per share. However, beginning with 
the 1966 Judgment mentioned above, the method of testing the reasonableness of rates has taken the form of 
a rate of return on total average unconsolidated capital (notes payable, long term debt and shareholders’ equity). 
From September 1969 to May 1972 the Commission granted rate increases to Bell Canada which were estimated to 
result in a return on total average capital ranging from 7.3% in 1969 to 7.8% in 1972. The May 1972 decision 
also stated that “at this time, a fair and reasonable maximum permissible rate of return on total average capital 
for Bell Canada is 8.2%”. 
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In a decision dated August 15, 1974, the Commission stated that “an appropriate permissive range in rate 
of return on the total average capital of Bell Canada at this time is from 8.6% to 9.1%”. In this decision the 
Commission found that a return on common equity of 11% to 12% was reasonable. At the same time, the 
Commission issued a proposal for a rate adjustment procedure to enable the telecommunication carriers under 
the Commission’s jurisdiction to offset some of the increased costs resulting from inflationary pressures. Bell 
Canada filed a submission on March 8, 1975 in answer to the Commission’s proposal and the Commission held 
a meeting of all interested parties on September 8, 1975 to discuss the proposal. The Commission will decide, by 
December 1975, what the next step will be. 

On May 30, 1975 Bell Canada filed an application for increased rates which sought interim relief, effective 
August 1, 1975 with a second stage change to become effective October 1, 1975. The August 1 increases would 
have added an estimated $28,000,000 to Bell Canada’s estimated 1975 operating revenues, or approximately 
$65,000,000 if in effect for the full year 1975, and the second stage would have raised 1975 operating revenues 
by another $10,000,000, or approximately $37,000,000 if in effect for the full year. The sum of these two 
phases would have amounted to $38,000,000 of additional revenues in 1975 and would have produced a rate of 
return on total average capital of 8.6% for the year. In its decision dated July 28, 1975 the Commission granted 
half of the interim increase requested. The remaining half of the interim increase was not denied but the 
Commission stated that “further consideration is deferred until the hearing of the full application later in the 
year”. The hearing on the full application, including the second stage, is scheduled to commence on October 27, 1975. 

Following the July 28 decision, Bell Canada decided to reduce its capital expenditure program for 1975 by 
about $33,000,000. In addition an attempt is being made to save a further $13,000,000 cash by slowing down the 
replenishment of existing inventories of equipment used in the construction and maintenance programs. The 
installation of certain equipment to meet existing service demands has been affected by the reduction in such 
expenditures. The level of future capital expenditure programs and the ability of Bell Canada to meet the 
increases in demand for service may be affected by, among other things, future rate awards. It is estimated that 
the cutbacks will increase the number of held orders (requests for service not met) that could otherwise have 
been expected at the end of December 1975 from 5,400 to 11,200. The average of held orders outstanding at month 
ends in 1973 and 1974 was 3,000 and 4,100, respectively, which in both years represented approximately 0.3% of 
new connections of main telephone service. It is estimated that approximately 0.4% of orders for new connections 
of main telephone service will be held on average for 1975. 


For some time the Commission has been examining the area of cost and accounting procedures of carriers 
under its jurisdiction. This examination is not a part of any particular rate proceeding but is a general review 
of cost and accounting procedures. Bell Canada cannot predict when such review will be completed or what its 
outcome will be. The consultants to the Commission submitted their final report on the inquiry on November 
28, 1974. A meeting of those involved in this review was held on May 1, 1975 before the Commission. Subsequent 
to this meeting, additional work has been undertaken by the consultants and interested parties in the areas of 
costing feasibility and depreciation. 

An Act to establish the Canadian Radio-television and Telecommunications Commission has been passed 
by the Parliament of Canada. This Act will come into force on a day to be fixed by proclamation and Bell 
Canada will then be subject to regulation by the Canadian Radio-television and Telecommunications Commis- 
sion rather than by the Canadian Transport Commission. Bell Canada cannot predict when this Act will come into 
force. The acts to be administered by the Canadian Radio-television and Telecommunications Commission are 
essentialiy the same as those administered by the Canadian Transport Commission in so far as such acts concern 
Bell Canada. 

The rates of Bell Canada’s telephone subsidiaries are subject to regulation by the provincial regulatory 
authorities in the province or provinces in which such subsidiaries operate. Since January 1, 1974 these companies 
have received rate awards totalling approximately $22,000,000 on an annual basis. Applications for increased 
rates for approximately $20,000,000 on an annual basis are currently outstanding. 


Communications Satellite 

Telesat Canada (‘‘Telesat’’) was incorporated in 1969 by the Telesat Canada Act for the purpose of estab- 
lishing satellite telecommunication systems to provide, on a commercial basis, telecommunication services between 
locations in Canada. Telesat began satellite operations in 1973. The Canadian government owns 50% of the 
outstanding Telesat common stock, the Company owns 28% and other Canadian telecommunication common 


40 


carriers own the balance. The Company and other telecommunication common carriers have contracted for the 
rental from Telesat of two east-west channels on Canada’s Anik 1 communication satellite for a five-year 
period ending in 1978, and Bell Canada has also contracted for two additional channels on such satellite, for 
periods of five years ending in 1978 and 1979, enabling it to provide communications in the eastern Arctic. 
Manufacturing and Distributing 

Northern Electric is the largest telecommunication equipment manufacturer in Canada and one of the 
leading manufacturers of such equipment in the world. Northern Electric, through its subsidiaries, is one of 
the largest distributors of electrical and industrial products in Canada. Bell Canada and its telephone subsidi- 
aries are in the aggregate Northern Electric’s largest customer, representing about 54% of total sales in 1974. 
Northern Electric’s consolidated sales outside Canada represented about 15% of its sales in 1974. 

In October 1974, Bell Canada sold 2,000,000 warrants, exercisable prior to December 1, 1979, enabling holders 
to purchase from Bell Canada 2,000,000 Common Shares of Northern Electric at $21.50 per share. At July 31, 1975 
Bell Canada owned approximately 89% of the outstanding Common Shares of Northern Electric and after 
completion of the offering of 5,250,000 Units and assuming exercise of outstanding warrants (1,998,724 at 
September 30, 1975) , approximately 62% of Northern Electric’s Common Shares will be owned by Bell Canada. 

At June 30, 1975, Bell Canada and its telephone subsidiaries had on order from Northern Electric, for 
future delivery, equipment and materials with a total sales value of approximately $223,000,000 and Northern 
Electric had orders from third parties of approximately $233,000,000. Approximately 60% of these orders is 
expected to be delivered in 1975. At June 30, 1974, Northern Electric’s backlog of orders from Bell Canada and its 
telephone subsidiaries totalled approximately $200,000,000 and from third parties totalled approximately 
$244,000,000. For information as to the impact on capital expenditures of Bell Canada of recent regulatory 
decisions, see “Regulation” under “Business of Bell Canada and its Subsidiaries”’. 

Manufacturing 

Telecommunication products manufactured by Northern Electric include equipment and apparatus (central 
office switching equipment, subscriber apparatus and business communications systems and transmission equipment) 
and wire and cable. 

Switching equipment is used in telephone exchanges to connect both local and long distance calls. The latest 
generation of switching equipment uses computer control techniques and electronic circuitry. In late 1971, 
Northern Electric placed in commercial service the first electronic switching system in the SP-1 family of stored 
program computer controlled electronic switching systems and had installed 60 such systems by the end of 
June 1975. From the date of the first order in 1969, the cumulative number of SP-1 systems ordered to June 30, 
1975 was 131 at a value of approximately $363,000,000 with a significant number being from telephone operating 
companies in the United States. Open orders at June 30, 1975 amounted to approximately $187,000,000. 

Subscriber apparatus is the equipment used on the customer’s premises and consists mainly of telephone sets 
and peripheral devices such as speaker units. Northern Electric manufactures business communication equipment 
including data systems, key telephone systems, intercom systems, private automatic branch exchanges and other 
specifically designed equipment employing new technological developments such as microcircuits. 

Transmission equipment carries telecommunication traffic between central exchanges and includes micro- 
wave radio circuits, multiplex satellite systems and electronic equipment used with cables. Northern Electric has 
supplied such equipment for the international INTELSAT IV series of satellites, for both Canadian and United 
States domestic commercial communication satellite systems and for the LD-4 high capacity digital coaxial 
cable system between Montreal, Ottawa and Toronto. 

Other products of Northern Electric and its subsidiaries include wire and cable for telephone operating 
companies as well as for the electrical power industry and equipment for use in the installation and connection 
of wire and cable. 

Before 1958, most of the designs and much of the technology employed by Northern Electric came from 
Western Electric Company, Incorporated (‘Western Electric”), a subsidiary of AT&T. In 1958 Northern Electric 
established a separate research and development organization to develop new products, thus beginning a process 
which over the intervening years has made Northern Electric largely self-sufficient in design and technology. 
Northern Electric has continuing rights to use all Western Electric’s inventions on which patents were issued prior 
to June 30, 1974 and patents issued subsequent to that date on inventions made prior to June 30, 1974. Northern 
Electric has the right to use certain technical information of Western Electric and is presently negotiating for the 
— rights to use patents on inventions made subsequent to June 30, 1974. Royalties paid by Northern Electric to 
Western Electric and other companies in 1974 represented less than 0.5% of Northern Electric’s consolidated sales. 
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Northern Electric’s rights to existing patented inventions of Western Electric and of AT&T and to certain of 
Western Electric’s technical information will not be affected by the termination of the Service Agreement between 
Bell Canada and AT&T. (See “Certain Contracts of Bell Canada’’.) 

Markets | 

The main market in Canada for telecommunication equipment consists of telephone operating companies. 
In 1974, more than 760,000 telephones were added to the Canadian network of which some 65% were added 
by the Company. The principal market of Northern Electric and its subsidiaries outside Canada is in the 
United States and consists primarily of those telephone operating companies which are independent of the 
U.S. Bell System connecting about 26,000,000 telephones; of this market approximately 12,000,000 telephones 
belong to the General Telephone & Electronics group which manufactures most of its own equipment. 

Northern Telecom, Inc. (“NTI”), a wholly-owned subsidiary of Northern Electric with its headquarters 
in Waltham, Massachusetts, was formed in 1971 to manufacture and market telecommunication equipment in 
the United States. In 1974, NTI’s sales were U.S. $93,200,000 and for the first six months of 1975 totalled U'S. 
$40,400,000, as compared with U.S. $46,200,000 for the first six months of 1974. NTI has 5 plants in the 
United States. 

Markets outside North America include telecommunication systems owned primarily by governments. 
Although the potential growth of these markets is considered higher than that of North America, access to them 
is more difficult because of government policies favouring purchases from traditional suppliers and the different 
technical requirements of the many countries involved. In its move to expand its international markets, Northern 
Electric has a manufacturing subsidiary in Ireland and is engaged in a joint venture with the Turkish telecommuni- 
cation authority. Subsidiaries of Northern Electric have recently opened offices in Amsterdam, London, Hong Kong 
and Singapore. Northern Electric has entered into various licensing agreements with other companies to 
manufacture its products, the most recent being one with Thomson-CSF to manufacture SP-1 systems in France 
for sale there and in certain other countries. 

Distributing 

Nedco (1975) Ltd. (formerly Microsystems International Limited) acquired the assets (including subsi- 
diaries) and assumed the liabilities of Nedco Ltd. effective June 1, 1975. Nedco Ltd. and its subsidiaries were 
engaged (and Nedco (1975) Ltd. and its subsidiaries (“Nedco”’) are now engaged) in the distribution of electrical, 
electronic and industrial products from sales offices and warehouses in 41 Canadian cities. Nedco distributes more 
than 15,000 industrial, electrical and electronic products from over 200 manufacturers, with Northern Electric 
supplying less than 23% of Nedco Ltd.’s purchases in 1974. The main product groups are wire and cable, wiring 
supplies, illumination products, utility products, motors, control systems, and more recently, telecommunication 
and industrial electronic products. 

Nedco’s major markets are electrical contractors and the manufacturing industry, which together account for 
65% of total sales. Power utilities, telephone operating companies, the mining industry and governments account 
for most of the remainder of the sales. No one customer accounted for more than 2% of 1974 sales of Nedco Ltd. 
Research and Development 

In 1973 and 1974 the Company’s expenses for research and development aggregated about $51,000,000 and 
$66,000,000, respectively. Approximately $37,000,000 and $45,000,000, respectively, of these amounts were paid to 
BNR, which is owned 51% by Bell Canada and 49% by Northern Electric and which operates research and devel- 
opment laboratories undertaking the major part of the Company’s research. activities. With a staff of over 1,700 
employees, including over 750 engineers, scientists and technical personnel, BNR is the largest industrial and 
development organization in Canada. It carries out research, design, development, long range planning and 
systems engineering in all fields of telecommunications. The balance of the research and development expenditure 
was incurred in Bell Canada’s and Northern Electric’s own research programmes. 

Competition 

The Company does not have exclusive franchises to furnish its regulated telecommunication services. 
However, no other company offers public switched network telephone service (local and long distance) in the 
Company’s service area and the establishment of any such service would require permission of governmental 
and/or regulatory authorities. Other telecommunication carriers offer private line voice and data telecom- 
munication services, and switched network data telecommunication services, in areas which include the Company’s 
service areas. In addition some companies operate telecommunication systems providing themselves with tele- 
communication services, mainly private line, similar to those offered by the Company. 
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Under applicable law subscribers may connect various types of terminal equipment provided by themselves, 
mainly in the data field, to Bell Canada’s telephone network, provided such attachments are in conformity with 
such reasonable requirements as may be prescribed by Bell Canada. In the voice field, with very few exceptions, 
connection of customer provided equipment has not been permitted by Bell Canada. On October 2, 1975, the 
Superior Court of the Province of Quebec issued an interlocutory injunction enjoining Bell Canada from 
interfering in the business relations of Harding Communications Ltd. with its customers, concerning the 
installation of “Divert-a-Call” (equipment which automatically diverts telephone calls from one line to another), 
by threatening to interrupt telephone service in cases where such equipment would be installed without Bell 
Canada’s consent, when such consent is requested for connection in conformity with the tariff. This is not a final 
judgement and is subject to revision when the case is heard on the merits, and it, as well as the final judgement, 
would be subject to appeal. 


Northern Electric encounters competition in the telecommunication market from many companies which 
vary from very small, highly specialized manufacturers to large multinational companies. Northern Electric 
sells to all segments of the Canadian telephone operating company market and believes that it has in excess 
of 70% of this market. Major competitors in Canada include subsidiaries of General Telephone & Electronics 
Corporation and International Telephone and Telegraph Corporation. Northern Electric encounters significant 
competition in selling its products outside Canada. 


Employee Relations 

At June 30, 1975 Bell Canada had approximately 47,000 employees. Most of the 36,000 non-management 
personnel were represented by two unions, 28,000 by the Canadian Telephone Employees’ Association and 8,000 
by the Communications Union Canada (formerly the Traffic Employees’ Association). Bell Canada understands 
that the Communications Workers of Canada has applied to the Canada Labour Relations Board for certification 
as bargaining agent for approximately 12,500 craft and services employees of Bell Canada, which employees are 
at present represented by the Canadian Telephone Employees’ Association. In November 1974 a one year 
contract was entered into with the Canadian Telephone Employees’ Association, and in November 1973 a 
three year contract was entered into with the Communications Union Canada which, in addition to wage increases, 
included a cost of living allowance in the second and third years. 


At June 30, 1975 the telephone subsidiaries of Bell Canada had approximately 9,000 employees of whom 
approximately 59% were unionized. Approximately 2,200 of these employees, employed by Maritime Telegraph 
and Telephone Company, Limited and Northern Quebec Telephone Inc., a subsidiary of Northern Telephone 
Limited, are at present on strike. Certain employees of Maritime Telegraph and Telephone Company, Limited 
have been on strike for approximately 8 weeks and employees of Northern Quebec Telephone Inc. have been on 
strike since July 27, 1975. Services are being maintained by supervisory personnel. At June 30, 1975 over 70% of 
the approximately 23,000 employees of Northern Electric and its subsidiaries were represented by unions. Northern 
Electric’s principal labour contracts were entered into in 1973, expire early in 1976 and include a cost of living 
allowance in all three years. At June 30, 1975 other subsidiaries of Bell Canada had approximately 3,000 employees, 
of whom approximately 25% were unionized. 

DESCRIPTION OF PROPERTY OF BELL CANADA AND ITS SUBSIDIARIES 

The physical properties of Bell Canada do not lend themselves to description by character and location 
of principal units. At June 30, 1975 central office equipment represented 36% of Bell Canada’s investment 
in telecommunication property; land and buildings (occupied principally by central offices) represented 7% ; 
telecommunication instruments and related wiring and equipment, including private branch exchanges, sub- 
stantially all of which are on the premises of customers, represented 20%; connecting lines not on customers’ 
premises, the majority of which are adjacent to or under public roads, highways and streets and the remainder 
on or under private property, represented 29%; and plant under construction, work equipment and office 
furniture comprised the remainder. 

The physical properties of Bell Canada are subject to a fixed and specific first charge and mortgage 
created by a Trust Indenture and Mortgage dated as of March 1, 1925 and indentures supplemental thereto. 

The physical properties of Bell Canada’s telephone subsidiaries are represented by the same kinds of assets as 
those of Bell Canada. The physical properties of Newfoundland Telephone Company Limited, Télébec Ltée and 
Maritime Telegraph and Telephone Company, Limited and its subsidiary, The Island Telephone Company, 
Limited, are subject to fixed and specific first mortgages and charges securing their respective debt obligations. 
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Northern Electric and its subsidiaries at July 31, 1975 operated plants and warehouses in all 10 provinces 
of Canada, occupying some 6,470,000 square feet of space, of which approximately 2,563,000 square feet 
were leased. At such date its subsidiary in the United States, NTI, had 5 plants occupying a total of 345,000 
square feet, of which 145,000 square feet were leased. Other subsidiaries of Northern Electric at July 31, 1975 had 
3 other plants located in 3 other countries. 


CERTAIN CONTRACTS OF BELL CANADA 
Service Agreement 
Bell Canada formerly had an agreement (the “Service Agreement’’) with AT&T under which Bell Canada and 
its telephone operating subsidiaries were entitled to use, for a consideration, telephone devices, apparatus, 
methods, systems, assistance and advice needed for its telecommunication business, including matters covered 
by Canadian patents owned or controlled by AT&T or any of its subsidiaries, and which AT&T had the right 
to authorize Bell Canada and its operating subsidiaries to use. 


Under a separate agreement with Bell Telephone Laboratories, Incorporated, Bell Canada received, for a 
consideration, the benefits of development work carried on by Bell Telephone Laboratories, Incorporated for 
electronic data processing and business information systems and programs. 


By mutual consent both agreements were terminated without financial penalties to either party as of June 30, 
1975 except that the parties retain reciprocal rights with respect to certain patents under the first agreement and 
except that the second agreement continues in effect with respect to projects underway at that date. In the opinion of 
management, Bell Canada will not be adversely affected by such termination due to its own increasing expertise 
and to the expanding research and development activities of BNR. (See “Research and Development” under 
“Business of Bell Canada and its Subsidiaries”. ) 


Agreements for Sharing of Revenues 


Bell Canada, as a member of TCTS, is a party to agreements with TCTS companies and with AT&T which 
provide for the sharing of revenues from jointly furnished long distance services. 


Supply Contract 

Bell Canada has an agreement with Northern Electric under which Northern Electric agrees, to the extent 
reasonably required for Bell Canada’s business, to manufacture materials or purchase materials manufactured 
by others, to sell such materials to Bell Canada, to maintain stocks at distributing points, to prepare equipment 
specifications and to perform installations of materials, and to repair or dispose of used materials returned by 
Bell Canada. Northern Electric’s prices and terms are to be as low as those offered to its most favoured customers 
for like materials and services under comparable conditions in effect at the date of the order. 


MANAGEMENT OF BELL CANADA 


Directors 


The directors of Bell Canada are elected annually and hold office until the next Annual General Meeting or until 
their successors are elected or appointed. The directors, their ages, year first elected or appointed as director, 
addresses, other positions with Bell Canada presently held and principal occupations during the past five years are 
as follows: 


Director’s Name, (Age), Year First Elected 
and Home Address 


WILLIAM MATHEWS Vacy ASH, 0.c. (68) 1966 
76 Old Forest Hill Road, Toronto, Ont. 


‘Marcev BeLANGER, 0.¢., c.A. (55) 1969 
839 Eymard, Quebec, Que. 
GEorGE ALLAN BURTON, D.S.0., B.D. (60) 1974 
Limestone Hall Farms, Walkers Line, R.R. 2, Milton, Ont. 
*ALBERT JEAN DE GRANDPRE,Q.C. (54) 1972 
156 Springgrove Crescent, Outremont, Que. 
JAMES Dovua.as GIBSON, 0.B.E. (66) 1970 
406 Glenayr Road, Toronto, Ont. 
Henry Cuirrorp HatcH (59) 1974 


Principal Occupations 
Director of Bell Canada and various other companies. 


Partner, Bélanger, Dallaire, Gagnon & Associés, 
Chartered Accountants. 


Chairman of the Board and Chief Executive Officer, 
Simpsons, Limited, retail department stores. 

President of Bell Canada. 

Economic Consultant. 


President and Chief Executive Officer, Hiram Walker- 


7130 Riverside Drive East, Windsor, Ont. 
Heien Sawyer Hoae, o.c. (70) 1968 
98 Richmond Street, Richmond Hill, Ont. 
JAMES WINSLOW Kerr (61) 1970 
5 Old Forest Hill Road, Toronto, Ont. 
*Hersert HAYMAN LANK (71) 1960 
168 Edgehill Road, Westmount, Que. 


Gooderham & Worts Limited, an international distiller. 
Research Professor of Astronomy, University of Toronto. 


Chairman and Chief Executive Officer, TransCanada 
PipeLines Limited, a gas transmission company. 

Director, Du Pont of Canada Limited, an integrated 
chemical company. 
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Director’s Name, (Age), Year First Elected 
and Home Address 


*JoHN CUNNINGHAM Loss (62) 1973 
1115 Sherbrooke Street West, Montreal, Que. 
Dona.tp McINNES, Q.c. (71) 1967 
5780 Inglis Street, Halifax, NS. 
Epwarp Neitz McKetvey,a@.c. (50) 1973 
14 Beach Crescent, Saint John, N.B. 
*JoHN HENDERSON Moore (59) 1966 
Creek Cottage, R.R. 2, Lambeth, Ont. 
*GpRARD PLourDE (59) 1973 
6065 de Vimy Avenue, Montreal, Que. 
Louis RASMINSKY, €.C.,C.B.E. (67) 1973 


440 Roxborough Avenue, Rockcliffe Park, Ottawa, Ont. 


JoHN PARMENTER Rosakrs, P.c., €.c.,Q.c. (58) 1971 
1084 The Parkway, London, Ont. 


*HaroLp RocKE RoBerRTSON, c.c., M.D. (63) 1965 
301 Buena Vista Road, Rockcliffe, Ottawa, Ont. 


Lucien GitBert RoutaNp (58) 1965 
90 Summit Circle, Westmount, Que. 


*ROBERT CARLTON SCRIVENER (60) 1967 
1321 Sherbrooke Street West, Montreal, Que. 


Louise Brats VAILLANCOURT (49) 1975 
75 Courcelette Avenue, Outremont, Que. 


*Member of the Executive Committee. 


Principal Occupations 

Chairman of the Board and Chief Executive Officer of 
Northern Electric. 

Senior Partner, McInnes, Cooper & Robertson, 
Barristers and Solicitors. 

Partner, McKelvey, Macaulay, Machum & Fairweather, 
Barristers and Solicitors. 

President, Brascan Limited, a diversified holding company. 


Chairman of the Board and Chief Executive Officer, 
U A P Inc., an automotive parts distributor. 

Director of several companies; Chairman of the Board of 
Governors of International Development Research Centre 
(Canada). 

Member of Stikeman, Elliott, Robarts & Bowman, 

Barristers and Solicitors. 

Director of Bell Canada. 


President and General Manager, Rolland Paper Company, 
Limited, a paper manufacturer. 

Chairman of the Board and Chief Executive Officer of 
Bell Canada. 


President of La Corporation de l’Hépital Marie Enfant. 


All of the above-named directors of Bell Canada have held their present positions or other executive 
positions with the same or associated firms or organizations during the past five years, except as follows: Mr. J. C. 
Lobb was, prior to June 1971, President of John C. Lobb Associates, Management Consulting firm, and was, prior 
to 1971, a partner of Donaldson, Lufkin & Jenrette, a United States investment banking firm, President and Chief 
Executive Officer of Crucible Steel Corporation and Executive Vice-President of International Telephone and 
Telegraph Corporation; Mr. L. Rasminsky was, prior to March 1973, Governor of the Bank of Canada; and 
Mr. J. P. Robarts became a member of Stikeman, Elliott, Robarts & Bowman in April 1971 and prior to that date 


was Prime Minister of Ontario. 
Officers 


The officers, their ages, addresses and offices presently held are as follows: 


Name, (Age) and Home address 

RosBertT CARLTON SCRIVENER (60) 

1321 Sherbrooke Street West, Montreal, Que. 
ALBERT JEAN DE GRANDPRE, Q.c. (54) 

156 Springgrove Crescent, Outremont, Que. 
JosEPH VicrorR RAYMOND Cyr (41) 

3201 Place Héléne Boullé, Montreal, Que. 
Gorvon Evuis Inns (49) 

39 Longwood Drive, Don Mills, Ont. 
JAMES CaRDEN THACKRAY (51) 

481 Roslyn Avenue, Westmount, Que. 
OrLAND Tropea (56) 

139 Bathurst Avenue, Pointe Claire, Que. 
Witrrep DuncAN Essery ANDERSON (52) 

79 Brunswick Drive, Beaconsfield, Que. 
Harry Bower (50) 

22 Edgehill Road, Westmount, Que. 
JosEPH Ropert BroLte (46) 

201 Corot Rive, Nuns’ Island, Que. 
Rosert WILFRED Crowley (52) ; 

1363 Gatehouse Drive, Port Credit, Ont. 
CLaupE DUHAMEL (53) 

12480 Notre-Dame-des-Anges Street, Montreal, Que. 
JoHN Hucu Farrett (38) 

94 Prince Street, Beaconsfield, Que. 
Caries ALEXANDER Harris (55) _ 

25 Westwood Drive, Pointe Claire, Que. 
Grorce Lestis HentHOoRN (52) 

115 Charnwood Road, Beaconsfield, Que. 
FrepericK Evpertpce Isgy (52) 

450 The Kingsway, Islington, Ont. 


Offices Presently Held 
Chairman of the Board and Chief Executive Officer 


President 

Executive Vice-President, Eastern Region 
Executive Vice-President, Western Region 
Executive Vice-President, Operations 

Executive Vice-President, Administration 
Vice-President, Engineering and Planning 
Vice-President, Finance 

Vice-President, Operations Staff (Eastern Region) 
Vice-President, Western Area 

Vice-President, Administration (Eastern Region) 
Vice-President, Regulatory Matters 
Vice-President, Public and Environmental Affairs 
Vice-President & Comptroller 


Vice-President, Operations Staff (Western Region) 
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Name, (Age) and Home Address Offices Presently Held 


Pate Kiar (46) Vice-President, Montreal Area 
148 Heath Street, Ottawa, Ont. 
JoHN ARTHUR McCutTcHEON (49) Vice-President, Intercorporate Policy 
300 Driveway, Ottawa, Ont. 
Anprew Maurice McMauon (40) Vice-President, Computer Communications 
316 Smyth Road, Ottawa, Ont. 
JosepH Lrtonce MonTAMBAULT (43) Vice-President, Eastern Area 
1295 Nelles Street, Ste-Foy, Que. 
LAWRENCE JOSEPH O’Keere (45) Vice-President, Systems 
200 Elgar Street, Nuns’ Island, Que. 
Harry PILKINGTON (53) Vice-President, Personnel 
3515 Redpath Street, Montreal, Que. 
Husert Aucust RorH (52) Vice-President, Operational Staff 
62 York Road, Beaconsfield, Que. 
JoHN Epcar SKINNER (56) Vice-President, Toronto Area 
12 Romney Road, Islington, Ont. 
RicHarp Dovueias SLOANE (45) Vice-President, Central Area 
26 Chinook Crescent, Ottawa, Ont. 
JoHN Fioyp Stinson (50) Vice-President, Network Services 
150 Sherwood Drive, Ottawa, Ont. 
Rosert Neu WASHBURN (53) Vice-President, Administration (Western Region) 
1105 Fairbirch Drive, Mississauga, Ont. 
Haroitp Eric Harris (63) Treasurer 
2155 Sunset Road, Town of Mount Royal, Que. 
Guy Houtze (40) General Counsel 


1895 de la Duchesse Street, 
Saint-Bruno de Montarville, Que. 

JAMES THOMAS Moore (60) Secretary 
136 Wicksteed Avenue, Town of Mount Royal, Que. 


All of the officers of Bell Canada have been employed in their present positions or other senior positions 
with Bell Canada or one or more of its subsidiaries or associated companies for five years or more, except 
as follows: Mr. H. Bowler was, prior to his appointment with Bell Canada on May 1, 1973, associated with 
The International Nickel Company of Canada, Limited in New York as Comptroller; Mr. C. A. Harris was, 
prior to his appointment with Bell Canada on June 30, 1972, associated with Canadian National Railways, 
Montreal, as Vice-President, Public Relations; and Mr. L. J. O’Keefe was, prior to his appointment with Bell 
Canada on May 1, 1972, associated with Fabergé Inc., New York. 


Remuneration of Directors and Officers 

The following table shows aggregate direct remuneration paid in 1974 by Bell Canada and its subsidiaries for 
services rendered and estimated annual benefits upon retirement for the three highest paid officers and for each 
director whose remuneration during the time he served as such exceeded $40,000 and also remuneration for all 
officers and directors as a group. 


Estimated 
Annual 
Name and Capacities Regular 
in which Direct Aggregate Pension 
Remuneration was Direct Benefits upon 
Received Remuneration* Retirement 


R. C. Scrivener 
Chairman of the Board and Chief Executive Officer of Bell Canada and Director of 
Northern Electric | 6 reo co 28 ots etesn ss wb ce AE csp eee eee eee ee $ 191,100 $ 80,550 


A. J. de Grandpré 
President of Bell Canada, Director of Northern Electric and Director of Nevron Industries 
Company Limited (a subsidiary of Northern Electric) .......................05.0005 $ 161,906 $ 62,338 


J. C. Lobb 
Director of Bell Canada, Chairman of the Board and Chief Executive Officer and prior to 
August 1, 1974 President and Chief Executive Officer of Northern Electric. Chairman 
of the Board and prior to March 1, 1974 Chairman of the Board and President of NTI $ 133,615 (A) 


J.C. Thackray ; 
Executive Vice-President, Operations of Bell Canada, Director of Maritime Telegraph 
and Telephone Company, Limited, Director of The New Brunswick Telephone 


Company, Limited, Director of Northern Electric and of Nedco Ltd. ................ $ 121,330 $42,061 
Officers and Directors as a group 
(Consisting of 52 persons, including those named above) ..................ceee cece cues $2,686,000 


*Includes Bell Canada’s contributions under the Employees’ Savings Plan (1970). 
(A) Mr. J. C. Lobb has agreements with Northern Electric and NTI providing for a special pension and 
retirement plan due to his inability to participate in Northern Electric’s pension plan because of his age 
at time of employment. As of August 21, 1975 Mr. J. C. Lobb was entitled upon his retirement to 
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aggregate benefits of $87,600 per annum for life (with a guaranteed period of 10 years) and may from 
time to time in the future be awarded supplemental amounts at the discretion of the Boards of Directors 
of Northern Electric and NTI. 

Mr. J. C. Lobb has employment contracts to serve as Chairman of the Board and Chief Executive Officer of 
Northern Electric and as Chairman of the Board of NTI in each case until May 31, 1978. These contracts are 
terminable in each case by either party on one month’s notice; in the event of termination by Mr. J. C. Lobb, he is 
entitled to all accrued and unpaid salary; and, in the event of termination by the employing company, he is 
entitled to an amount equal to one-half of annual salary in addition to all accrued and unpaid salary. 

Mr. J. C. Lobb also has an agreement to act as consultant to NTI either upon retirement in 1978 or termination 
of employment by mutual consent at any time after May 31, 1976 for a period not exceeding 7 years from such 
date of retirement or termination at an annual retainer of U.S. $30,000. 

Bell Canada has agreed to pay Mr. R. C. Scrivener and Mr. A. J. de Grandpré, in addition to the regular 
pension benefits noted above, a one-time retirement allowance consisting of the aggregate of all such amounts as 
may be determined by the Board of Directors of Bell Canada in respect of each year of employment since 
December 31, 1972. Bell Canada’s total liability, which has been funded, in respect of all such payments through 
June 30, 1975, is $329,000. 


Shareholdings 
As at July 31, 1975 all directors and officers of Bell Canada as a group owned in the aggregate beneficially, 
directly or indirectly, less than 0.25% of any elass of shares of Bell Canada or its subsidiaries. 


EMPLOYEES’ SAVINGS PLAN AND OPTIONS 

Under Bell Canada’s Employees’ Savings Plan (1966), as in effect from July 1, 1966 to June 30, 1970, 
any regular employee of Bell Canada and certain of its approved subsidiaries was eligible to subscribe for 
Common Shares of Bell Canada through payroll deductions of 2%-10% of his basic wages and/or assignment 
of 20%-100% of dividends from shares acquired under this or former plans. The payment period commenced 
each year on July 1 and concluded on June 30 of the following year. The subscription price per share was 85% 
of the lesser of the average market price during the three month period prior to the commencement of the pay- 
ment period or during the last three months of the payment period. An employee could withdraw his accumulated 
payroll deductions and/or assigned dividends at any time. Effective July 1, 1970, the payroll deduction portion 
of the Plan was cancelled. For the time being, the assignment of the dividend portion will continue for those 
employees who were enrolled for assignment of dividends under the Plan prior to July 1, 1970. At July 31, 1975, 
there was $1,522,000 standing to the credit of employees of Bell Canada and certain approved subsidiaries for 
purchase of shares under the Plan. During the year ended December 31, 1974, 139,925 Common Shares of Bell 
Canada were issued under Bell Canada’s Employees’ Savings Plan (1966) for an aggregate consideration of 
$4,950,000 (average per share $35.38). Included in the above figures, 1,801 Common Shares were issued to officers 
for an aggregate consideration of $63,000 (average per share $34.98), including 131 shares issued to 
Mr. R. C. Scrivener and 59 shares to Mr. A. J. de Grandpré. During the six months ended June 30, 1975, 
2,873 Common Shares of Bell Canada were issued under the Plan for an aggregate consideration of $102,000 
(average per share $35.50). None of these Common Shares was issued to officers or directors. 

Under a stock option plan authorized by NTI there are reserved 125,000 of its common shares (equal to 5% 
of the total presently outstanding) for issuance, at not less than the fair market value on the date the option is 
granted, to certain officers and key employees of NTI and its subsidiaries upon the exercise of options, all of which 
must be exercised in full within five years after their respective dates of grant. As of July 31, 1975 options to 
purchase 73,000 shares had been granted under the plan, 47,500 shares at U.S. $12.50 per share and expiring on 
various dates during 1978 (including 9,500 to Mr. J. C. Lobb) and 25,500 shares at U.S. $20 per share and 
expiring on various dates during 1979 and 1980. Options for 7,500 shares at U.S. $12.50 per share have been 
terminated. There is no reasonably ascertainable market value for these shares and exercise prices were 
determined in relation to projected earnings. Options were outstanding at July 31, 1975 as follows: 


== G0. SEDOL OMICETS O11 NOFENCTI LeCLIIG ae >>. ts, Meee Oe rank. ee kd. Se oe ngs Papal ooh 18,000 shares 
—to directors and senior officers of NTI not included abovee........................0..05. 32,500 shares 
EEO UOL GENEID ION CESAOLE NGL Lag. ce 5. ho x eee Spe ge ae al ase NO A OS en a 15,000 shares 


The Board of Directors of NTI has taken action to terminate the NTI stock option plan and all outstanding 
options will be withdrawn in the near future. Holders of such options, other than Mr. J. C. Lobb, will receive 
additional pension benefits in substitution for such options. 
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DESCRIPTION OF CAPITAL STOCK OF BELL CANADA 


The Charter of Bell Canada provides that its equity capital shall be divided into Common Shares, par value 
$25 per share, and Preferred Shares. The issue of equity capital is subject to the approval of the Canadian 
Transport Commission as to amount, terms and conditions. The Board of Directors of Bell Canada is authorized, 
subject to By-law duly sanctioned by shareholders, to designate the Preferred Shares by series or otherwise, 
describe the preferences, privileges, rights, conditions and limitations of and attaching to the various classifications 
of classes or series of Preferred Shares and authorize their issue. 


Common Shares 


Each Common Share of Bell Canada is equal to every other Common Share and all Common Shares 
participate equally in any liquidation and distribution of assets. Subject to the rights of the Preferred Shares, the 
holders of Common Shares are entitled to receive such cash dividends as may be declared by the Board of Directors 
out of funds legally available therefor. Common shareholders are entitled to one vote for each share held of record 
on all matters voted on by shareholders. There are no cumulative voting rights in electing directors and holders 
of Common Shares have no preemptive, redemption or conversion rights. The outstanding Common Shares of 
Bell Canada are fully paid and non-assessable. Other than the Preferred Shares, there are no provisions in any 
contract to which Bell Canada is a party restricting the payment of cash dividends on or affecting the voting rights 
of Common Shares. 


Bell Canada has a Shareholder Dividend Reinvestment Plan which provides a means for holders of 
record of Bell Canada Common Shares to invest cash dividends and optional cash payments (including 
interest and dividends paid on other securities of Bell Canada) in additional Common Shares. The funds to be 
received on behalf of the participants are administered by National Trust Company, Limited. Bell Canada keeps 
records, sends quarterly statements of account and performs other duties relating to the Plan. The Plan does not 
involve the issuance of new Common Shares by Bell Canada; National Trust Company, Limited makes 
purchases of Common Shares on stock exchanges where the Common Shares are traded or in negotiated 
transactions. 


Preferred Shares 


The shareholders of Bell Canada have authorized the issuance of Preferred Shares to a maximum par value 
of $625,000,000. The Preferred Shares are subject to certain mandatory redemption provisions and to certain 
optional provisions of redemption and cancellation by Bell Canada. Each $3.20 Preferred Share, $3.34 Preferred 
Share and $4.23 Preferred Share is convertible into one Common Share of Bell Canada on or before February 1, 
1982, August 1, 1983 and December 1, 1986, respectively. Every two $2.28 Preferred Shares are convertible into 
one Common Share of Bell Canada on or before July 2, 1987. At June 30, 1975 6,341,025 Common Shares had been 
reserved for this purpose. For details of Preferred Shares outstanding, see Note 3 of Notes to Financial Statements 
of Bell Canada and Subsidiary Companies. 


Holders of Preferred Shares are entitled to one vote for each share held of record on all matters voted upon 
by shareholders and rank equally both as to the order of priority in payment of dividends and in the distribution 
of assets in the event of any liquidation, dissolution or winding-up of Bell Canada. The Preferred Shares rank 
prior to the Common Shares both as to dividends and capital distribution upon liquidation. At June 30, 1975 
the aggregate involuntary liquidation preference was approximately $359,726 ,000. 


TRANSFER AGENTS AND REGISTRARS 


The Preferred Shares and the Common Shares of Bell Canada are transferable at the office of the Treasurer of 
Bell Canada in Montreal, Bell Canada’s Stock Transfer Office in Toronto and at the offices of Bell Canada’s 
transfer agent, The Royal Trust Company, in St. John’s, Halifax, Charlottetown, Saint John, Winnipeg, Regina, 
Calgary and Vancouver. The registrar for the Preferred Shares and the Common Shares of Bell Canada is 
Montreal Trust Company. 


The United States registrar and transfer agent for the Common Shares of Bell Canada is Morgan Guaranty 
Trust Company of New York, 30 West Broadway, New York, N.Y. 10015. 
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INDEX TO FINANCIAL STATEMENTS OF BELL CANADA 
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REPORT OF INDEPENDENT CHARTERED ACCOUNTANTS 


To the Board of Directors 
Bell Canada 


We have examined the consolidated balance sheet of Bell Canada and subsidiary companies and the balance 
sheet of Bell Canada at June 30, 1975, the consolidated statements of income, premium on capital stock, con- 
tributed surplus, retained earnings and changes in financial position of Bell Canada and subsidiary companies and 
the statements of income, retained earnings and changes in financial position of Bell Canada for the five years 
ended December 31, 1974 and for the six months ended June 30, 1974 and 1975. Our examination was made in 
accordance with generally accepted auditing standards and accordingly included such tests of the accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion: 


(a) the accompanying consolidated balance sheet and consolidated statements of income, premium on capital 
stock, contributed surplus, retained earnings and changes in financial position of Bell Canada and 
subsidiary companies present fairly the consolidated financial position of Bell Canada and subsidiary 
companies at June 30, 1975, the results of their operations and the changes in their financial position for 
the five years ended December 31, 1974 and for the six months ended June 30, 1974 and 1975, 


the accompanying balance sheet, statements of income, retained earnings and changes in financial position 
of Bell Canada present fairly the financial position of Bell Canada at June 30, 1975, the results of its 
operations and the changes in its financial position for the five years ended December 31, 1974 and for 
the six months ended June 30, 1974 and 1975, 


(b 


— 


all in accordance with generally accepted accounting principles applied on a consistent basis. 


Montreal, Quebec 
Canada (Signed) ToucusE Ross & Co. 
October 6, 1975 Chartered Accountants 
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BELL CANADA AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 
(thousands of dollars) 


ASSETS 


Telecommunication Property — at cost 


Buildings: plant and equipment: <.-.. 0.6 ca... sore 5 ee ws er ee ee 
Less: Accumulated. depreciation: 64 625-4 sass Aen po oe oo Re Ace A Ree, eee 


Thandie Moe cratenanc Sie re SS Cane, ne eee mn, SP, aa Mire) | crate) mde tn cpa a as Conn di Rnteae, wontae 
Plant under’ ‘construction... 5. 5 ces cc osc as Gigs tons See re ee ee 
Material and supplies 22 3862. RI aS a ee sR A ee 


Manufacturing and Distributing Property — at cost 


Buildings, \ plant and «equipment, (27.22. sheen Gee ne ae oe oa See ee en ee en 
Less: Accumulated’ depreciation’... 910) ise Shoe eck tes Le eee ee ee 


Investments “at? COS. 803 cee Ce rs ee ee EO Rare are re PO er es a iro consiosinn 


Current Assets 


Cash and temporary cash investments — at cost (approximates market) ................0 ccc eeue eee e ee 
Accounts receivable — principally from customers and agents (less provision for uncollectibles $5,805) 
Inventoriés:-GNote:: 2): .3 tipi: cha tases ce ace ots se ee Be eee or SR en eer 
Other (principally ‘prepaid: expenses) 0.0 22. ee earn aise eu eee 7 ete aera nie eee ie een nee 


Deferred ‘Charges: } i2.: 2. Pcl i I TA Ee re eee 
Total AsSsete 2 25.5250: 8 Raia eee Fed see et tk eden to ce te ee eee 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Shareholders’ Equity (Notes 3 and 4) 
Capital Stock — 


Preferred i... sscsccuchave «0 Gane sree ase ret ete es Ore ee Oe aE PTE at ee ee 
COMMON, -... wiscc cca bs 5 Lobe MET EE ea Seg ee Ses ee eee en re 
Premium. on Capital stock. 625 oe wacsi age wees ececedy 4s ee Seis Sa Sis ee 
Contributed ‘surplus 660555 wack Mov bed certs, eee eee ete RG OR eT ape ee 
Retained “earnings 6.7 3/260 B06 0S oo Pe te RS Ae Fe EO Ee ee eae 


Minority Interest in Subsidiary Companies 


Capital stock ois. SYay Ags RR IAG «2 RISE oh. SED crore Roce eect et 
Retained earnings i ...:0.5 osteo. dow © scawbepew aos ese ce ea a i eee re dee ee 


Long-Term ‘Debt. (Note: 5) oo ios ose sie gac eave rn doo See te sad Pe OUD SE RRS COU Ten ee ee 
Notes Payable (Note'6) 22... 205 Pe a ee a en ee ene © PE Straten naar 


Current Liabilities 


Bank: advances: ois 283 ks Sak aR ee ee ee Boa Seek eee ret 


Accounts payable — 


Employees”: payrolls ?o 0S lt I er tae ete a Steg ee ee 
Vacation, pay aecrued | 4.355) oik yo SA ne ERS Sib Wi asia hs aR ae does rete een cere ea oes 
01a v1 ;) enna nn me RPI UR oO UU ie cetera Ny SR DH Ca hate ae oe RS Be Orme can coo eoie Seo bechadee tk 
Advance. billing for: service. «0:6: ¢. o<cn dbase bad ods ahede atic lyicrd oe ePe Bebe eee cr arar iet Pe ere ete mene eee 
Dividends: payable... 2 cc de iconatginats Shasegoe scat a ae ea eee ac 
Taxes accrued) 2% sce lecisnscs docs ceais eye Pee eee eae ek CC ee eee a ere oneaens 
Interest: a@Ccrued. co. ccBe cic cues Oa ce nee ete AER Rene a ORT CSTE Sst PTT Te SLSR RC Tei aC Penn © ett eee a 


Deferred Credits 


Income “taxes! 626.5 2 eR iis eit Baie Peas cfc te AN oe a Re  eae 
Unamortized*investmen tintaxsCre cities roksan ss cet aera cece ey rte ieee tere 
Employees’ savings: plans: UNote. 40 oi ses «cake New v sant occas acs oN Memon ees te tye aac aee et eee 
Other 6.26 o Fe ee ee ae Oar nk. © hate eee Mars Say a dt acts eng eRe Tt eee ae 


Commitments (Note 7) 


Totals Liabilities and: Shareholders’ Baultys gusts eos oy ctl xn cee te sea les ee a 


June 30, 
1975 


$6,672,587 
1,902,066 


4,770,521 


50,101 
326,686 
115,384 


5,262,692 


324,789 
184,885 
139,904 

7,634 


147,538 


5,410,230 
20,764 


185,921 
314,139 
236,326 

64,249 


800,635 


57,434 


$6,289,063 


$ 359,726 
982,549 
431,916 

15.292 
572,147 


2,361,630 


148,378 
52,022 
200,400 
2,562,996 
64,445 


20,554 


28,463 
30,750 
195,420 
31,607 
38,012 
29,589 
41,356 


415,751 


661,232 
11,460 
6,896 
4,253 


683,841 


$6,289,063 


BELL CANADA AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(thousands of dollars) 


Six months ended 


Year ended December 31, June 30, 


1s10e, | 19TH, TOT 1978197487 2875 
Source of Funds 
Operations — 
Income before extraordinary items .... $ 132,802 §$ 151,280 $ 176,394 $ 199,975 $ 224436 $ 117,497 $ 116,894 
Items not affecting current funds — 
IDC PLECIAh ON Tarey steerer ee «como 221,109 239,763 274,391 311,704 359,199 178,822 200,588 
Deferred income taxes .............. 30,726 52,530 84,425 89,847 96,445 43 464 53,276 
thers sie hak. Geet ys ga oie a wants (2,042) 316 2,826 1,895 3,072 2,871 3,701 
Total from operations .......... 382,595 443,839 538,036 603,421 683,152 342,654 374,459 
EXE EAOPCINARY AIGOI et ele ehens eves sjene snes amie — _ ~~ 5,396 _ — “= 
Adjustment to deferred income taxes 
CONIA SF ee Oe ee nee — 9,641 29,405 22,398 — — — 
Proceeds from long term debt .......... 207,688 177,308 156,157 215,154 333,507 155,934 246,802 
Proceeds from notes payable (net) ..... — — — — 48 430 38,791 2,739 
Proceeds from preferred shares ......... 91,207 100,531 — 49,788 91,449 a 123,389 
Proceeds from issues of shares of subsi- 
diaries to minority shareholders ...... 20,098 1,358 24,442 40,984 14,279 12,023 46,177 
Deposits under employees’ savings plan .. 14,595 4,882 4,698 4,814 5,038 Dole 2,677 
Decrease in working capital ............ 1,283 — 16,712 — — 2,891 — 
IVEYSCEULANIC ON Stee drat eta ck reget oe mba tis 1,986 5,791 10,398 4,132 8,691 3,522 2,818 


Disposition of Funds 
Capital expenditures — 


Gross capital expenditures ............ $ 481,402 $ 554,561 $ 606,311 $ 693,461 $ 982,992 $ 446,104 $ 552,380 
Deduct: charges not requiring funds .. (16,346) (18,510) (19,237) (21,690) (30,051) (15,507) (16,866) 
Increase in material and supplies ..... 8,138 12,419 11,186 20,555 12,217 17,770 19,992 
Net expenditures ................ 473,194 548,470 598,260 692,326 965,158 448,367 555,506 
BEnAOrdINary, AtEm areca nica) eas = — — — — —_— 2,429 
Dividends by Bell Canada .............. 96,362 106,552 110,621 119,288 133,534 66,168 77,511 
Dividends by subsidiaries to minority 
SHATCHOIOCIS MESS Teather) ease ch ces 4,429 4,695 5,852 6,839 9,241 4,293 6,340 
Repayment of long term debt .......... 21,189 13,403 49,804 41,411 34,657 30,727 69,413 
Repayment of notes payable (net) ...... 107,015 6,128 3,189 10,995 == — — 
Acquisition of investments .............. 6,165 10,809 4,711 2,958 2,710 1,681 7,416 
Increase in working capital ............. — 47,379 — 55,037 36,101 — 75,312 
IMiscellancousw re... .0 ee eee. ss ke 11,098 5,914 7,411 17,233 3,145 7,094 5,134 


The increase (decrease) in working 
capital is accounted for by — 


Increase (decrease) in current assets: 
Cash and temporary cash investments $ 67,715 $ 61,883 $ (264) $ 53,787 $(103,661) $ (57,182) $ 125,815 


Accounts recelvables-4.: 4... soe 2,045 16,427 10,122 29,800 83,327 35,826 (25,007) 
INVentoricse ree. Seen nc deere ee (2,934) (22,267) 384 64,750 78,605 66,680 (19,574) 
OR er Sees, co cee ic yh coca eto 1,706 2,602 10,508 5,706 8,196 13,684 17,680 
(Increase) decrease in current liabilities: 
Bankead Vanes aa wire tre son ieee 2,578 (7,091) (8,940) (10,880) 9,096 (34,514) (2,488) 
Accountsepayiaolem ae ean ae. 6 scans (42,695) (23,179) (15,085) (58,785) (21,544) (20,486) (24,443) 
Advance billing for service ......... 2,041 (1,871) (2,884) (2,462) (3,622) (1,793) (2,392) 
Wividendsupayable eee...) dee (1,530) (2,091) (314) (2,178) (3,988) (2,718) (4,248) 
Taxes accrued asc Mk he dasne oe (26,262) 25,532 (6,580) (21,128) (7,855) (2,236) 14,446 
PNPeTesh ce AUCEUELL 1168 Net kee, Glonee te: (3,947) (2,566) (3,659) (3,578) (2,453) (202) (4,477) 
Increase (decrease) in working capital, as 
above eaee | Oe PASS” CR ISSS 47 870Nes. (IG TIZPEs 55,0387 1 -$> 36, 10hor Ser (2,891) -r-75,312 


BELL CANADA AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF PREMIUM ON CAPITAL STOCK 


Balance at beginning of period ......... 


Premium on common shares issued during 
thesneriod se: re ee a 


Balance at end of period ............... 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


Balance at beginning of period.......... 


Increase (decrease) arising on consolidation 
from the issues of shares by subsidiaries. . 


Balance at end of period ............... 


(thousands of dollars) 


Year ended December 31, 


1970 1971 1972 1973 1974 
$366,330 $373,925 $375,264 $376,879 $378,385 
7,595 1,339 1,615 1,506 5,945 
$373,925 $375,264 $376,879 $378,385 $384,330. 


(thousands of dollars) 


Year ended December 31, 


1970 1971 1972 1973 1974 
$ — $ 7,357 $ 7,357 $ 7,357 $ 15,883 
7,357 == = 8,526 (334) 
$ 7,357 $ 7,357 $ 7,357 $ 15,883 $ 15,549 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Balance at beginning of period ......... 
Net incomiees 4.600 eh el eee 
Excess of par value over cost of pre- 

ferred shares, purchased for cancellation 
CNGtegS ibsrie de claser es ea ae 


Deduct: 
Cash dividends — 
Preferred shares — 
$3:20' shares! od cect ee 
$3:34 shares: 3st eo ee 
$223. shares: 6-2 a eee 
$2.28. shares’. «:.4.. sno ote 
$2.25.ahares: «os. cee a0 ae 


Common; shares. sicapichs ae oak 
Expenses of issue of capital stock ........ 


Balance at end of period ............... 


(thousands of dollars) 


Year ended December 31, 


1970 1971 1972 1973 1974 
$225,879 $259,526 $300,735 $364,172 $449,043 
132,802 151,230 175,486 205,371 224,436 
jae = = = 98 
358,681 410,756 476,221 569,543 673,577 
5,706 6,400 6,399 6,399 6,182 
am 2,950 6,680 6,680 6,668 
= a= ue ae 980 
6 ae eee 941 3,764 
5,706 9,350 13,079 14,020 17,594 
90,656 97,202 97,542 105,268 115,940 
96,362 106,552 110,621 119,288 133,534 
2,793 3,469 1,428 1,212 2,712 
99,155 110,021 112.049 120,500 136,246 
$259,526 $300,735 $364,172 $449,043 $537,331 


Six months ended 


June 30, 
1974 1975 
$378,385 $384,330 
550 47,586 
$378,935 $431,916 


Six months ended 


June 30, - 
1974 1975 
$ 15,883 $ 15,549 
— (257) 
$ 15,883 $ 15,292 


Six months ended 


June 30, 
1974 1975 
$449,043 $537,331 
117,497 114,465 
21 62 


566,561 651,858 


3,187 1,670 
3,340 2,477 
i 4,226 
aa 200 
1,899 1,833 
8,426 10,406 
57,742 67,105 
66,168 77,511 
a 2,200 
66,168 79,711 
$500,393 $572,147 


Operating revenues 
Local service 
Long distance service 
Miscellaneous — net 


Total Operating Revenues ........... 


Operating expenses 


Net Operating Revenues ............. 


Other income 
Interest charged to construction 
Miscellaneous 


Total Other Income ............... 
Income before Underlisted Items..... 


Interest charges 


Interest on long term debt .............. 


Other interest 
Total Interest Charges 
Income before Income Taxes and 


Extraordinary Items............... 


Income taxes (Note 9) 


Income before Extraordinary Items . . 
Extraordinary items (Note C) ............. 
INeEBIncomei es. ee ke. 
Dividends on preferred shares .......... 


Net Income Applicable to Common 


Shares peepee Mee hee oe ens 


Earnings per Common Share* 
—hbefore extraordinary items 
— after extraordinary items 


Assuming full conversion of convertible 


preferred shares 
—phefore extraordinary items 
— after extraordinary items 


*Based on average common shares out- 
standing (thousands) 


Dividends Declared per Common Share. . 


BELL CANADA 


(parent company) 


INCOME STATEMENT 


(thousands of dollars) 


Year ended December 31, 


1973 


$ 698,082 
552,109 
25,013 


1974 


$ 774,474 


Six months ended 
June 30, 


1974 


$ 373,060 
307,881 


1975 


$ 425,707 
353,733 
15,762 


1,275,204 
875,988 


1,440,123 
1,010,715 


695,359 
482,780 


795,202 
588,212 


325,269 
149,759 


346,448 


1970 1971 1972 
$ 512,363 $ 568,153 $ 629,701 
382,180 406,689 464,905 
42,093 43,945 30,810 
936,636 1,018,787 1,125,416 
623,932 691,963 766,414 
312,704 326,824 359,002 
7,870 10,128 9,894 
16,716 19,658 22,309 
24,586 29,786 32,203 
337,290 356,610 391,205 
74,339 86,215 97,683 
3,158 979 1,018 
77,497 87,194 98,701 
259,793 269,416 292,504 
126,531 122,126 126,808 
133,262 147,290 165,696 
= = (908) 
133,262 147,290 164,788 
5,706 9,350 13,079 
$ 127,556 $ 137,940 $ 151,709 
$3.52 $3.76 $4.15 
$3.52 $3.76 $4.12 
$3.51 $3.72 $4.06 
$3.51 $3.72 $4.04 
36,262 36,680 36,808 
$2.50 $2.65 $2.65 


53 


36,931 
$2.85 


BELL CANADA 


(parent company) 


BALANCE SHEET 
(thousands of dollars) 


ASSETS 


Telecommunication Property — at cost 
Buildings, ‘plant‘and sequiprments |. 5b ally Centers acs etree te ica ele ete Onto ee 
Less: Acctmulated depreciation: 0.060. dsc eels teehee ee cos ee ee 


Land 


a0 e)) ai ca, 0) wy oe: 8) @: oval eal eiate’ e100 serene le sialtajie je 0:6) .« 219) ee, 6) ls jello) ©.-0: ¢) 6 ele aeceleics](el's) ©\/e: 0 jsjetey asi alielia|-e (0) 'e, (016106 (6) 0) «)\6)6 6). 06! @ue)ce\ (#6) oe) Siipmenen ahaa) sim) 


Investments — at cost 
Subsidiary companies |. 2... hice 0S scak we sey tees arte ee bk en ak Oe Aen ne ee a ee 
Other ‘companies. .... £62 So. oc2 oR a ee is eee eee 


Current Assets 


Cash and temporary cash investments — at cost (approximates market) .............. 00. c cee ee eee renee eee ee 
Accounts receivable — 
Customers and agents (less provision for ‘uncollectibles $1,500) ..2....... 2.0 ..22-%. 002 snnqeenee eee: See 
Other including '$4;323 from subsidiaries): jos... oo." a. 2 SR oe ee ee ee 


Other 


Deferred Charges 


8: @luMolel ¢\ S)~ «0 6 le © silelele! aici 06 © 6.6 0) ene epele@: 660 6 be lee se ae 6 «is © (see lelelepeloa\ic)s «isl © {ef eiielirheinalie > \»\ (6) (e)s) oe ia)lefielis of ©) 6) (46). s ase enmmaan iia es) ona ear anal 


Total Assete:. <e ie es chk Re ca co tray aie ete see recs eee tee ee 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Shareholders’ Equity (Notes 3 and 4) 
Capital stock — 


Preferred 
Common 


wie) je) (ome © wel _@ are) 0 cele jel m @) 10, (0/0 )e (6 60 6: & 116) 6-0 (6 0, (00! leo @ @) 01,0): b: 14, 16\ a) eile) *] (a) 10! "e (0) 0\ 0,10) welielie) ale: to, 0/0) ee |@ 16/10, \s\1s;-0) © 10] (e) eo} ev ultel/bicede)i<tim calleuenolial ana 


Premium: on capital tok — <2 se Foie's bs cee ees ok tw te Te cd Ie oa at Sas 
Retained earnings. 5 bos Sie ccc cet Pie ig SEE ae Pie ee (eM NTE ner re Ao NT oa ae 


Long. Term Debt . (Note 2:5) os ces .d.c uci 5S ereuce wi aatiseeics uate cas ae an Ie Ee a er eee 
Notes Payable ((Note.6) 2 oS ieccce cn oe ee ison ih, se Ee ee a ee 


Current Liabilities 


Accounts Payable — 
Employees’ payrolls, «sxc «.ssgsgassign ssi oie fab ag Beenetecat aa fe to Seeger res ee AG RIN 
Vacation pay aGerued ao ccecidicd x caceo cise ore RDS oct Ne Bed oe cae RRC Le oo IE Ose ene et 
Other: (including $57,895 to subsidiaries), <2 sono n 5 sees ile a ree eee rs 
Advance “billing: for SEPVICe: se oi5.c ciceccrcee teh suerte eee AES iG NCCE o AIRES EE SHS TES REST Te ee oe 
Dividends “payable ixccsd ses dd se coon tes eR ee nee ERE in ar eee 


Taxes accrued 


Interest aCe ue do acs concise a5 iso 8 ate ee ie ae ee eI ieee Mace Sc oer eee ate 


Deferred Credits 


Other 


ee evidt @ tap ay epee) 8) Swe) BD 6) S) Sahel ue) oe mele 08 0 & ©. so 6 as Blelule eves: «16 0) :e) efele eser€ie.0 © eve, (es talla,is jolianaos! « (e)/eileiia: a aie yane aie) e)\e, wy o. (6 sifalis|iaiel ie ta (a leita! (el ful ifationie 


Commitments (Note 7) 
Total ‘Liabilities*and Shareholders’. Wquity sf oe... <1. Gras recs sc 5 a eo an os ore ee 


June 30, 
1975 


$5,778,051 
1,656,568 
4,121,483 
46,706 
265,502 
94,282 
4,527,978 


331,420 
15,247 
346,667 


120,775 


162,104 
19,255 
19,780 

321,914 
32.816 

$5,229,370 


$ 359,726 
982,549 
431,916 
458,406 

2,232,597 
2,160,926 
17,448 


15,283 
9,044 
123,195 
29,700 
35,711 
9,746 
36,146 
258,825 


538,666 
11,364 
5,291 
4,253 
559,574 


$5,229,370 


STATEMENT 


Source of Funds 


Operations — 
Income before extraordinary items .... 


Items not affecting current funds — 
Depreciation. meee heen ase 


Deferred income taxes .............. 

OGY =) es aE Ht igen io Satie cetera tb 

Total from operations .......... 
Extraordinary item ........ 


Adjustment to deferred income taxes 
GNIGES: Og Bei eRe he eee ene 


Proceeds from long term debt .......... 
Proceeds from notes payable (net) ..... 
Proceeds from preferred shares ......... 
Deposits under employees’ savings plan. . 
Decrease in working capital ............ 
WMiscellancousmette= dae cas. «one 


Disposition of Funds 


Capital expenditures — 
Gross capital expenditures ............ 


Deduct: charges not requiring funds .. 
Increase in material and supplies ...... 
Net expenditures ................ 
Dividends Pete 2 A «AURIS ot Bec 
Repayment of long term debt .......... 
Repayment of notes payable (net) ..... 
Acquisition of investments ............. 
Increase in working capital ............. 
Miscellaneous: Seuewrwot soe ae oe 


The increase (decrease) in working 
capital is accounted for by — 


Increase (decrease) in current assets: 
Cash and temporary cash investments. . 


Accounts receivable ...............:.- 
Othersp ere ee bras Foden eens 
(Increase) decrease in current liabilities: 
Accounts payable: 2.4... sense eas 
Advance billing for service ............ 
Dividends payable (0.0 cc ces oe 
KLAXESEACCLUCU ML erin ete rare ae 
Interestwaccruediars . ees ee 
Increase (decrease) in working capital, as 
DOVE ree re tee re A er cA ee 


BELL CANADA 


(parent company) 


(thousands of dollars) 


1970 


$ 133,262 


183,850 
32,261 
(4,006) 


Year ended December 31, 


1971 


$ 147,290 


198,438 


1972 


$ 165,696 


228,033 


1973 


$ 175,510 


257,096 


OF CHANGES IN FINANCIAL POSITION 


Six months ended 
June 30, 


1975 


$ 85,728 


163,004 
46,760 


345,367 


137,815 


382,945 


9,641 
152,855 
100,531 

4,882 

5,445 

$ 656,299 


29,405 
148,117 


4,698 
19,583 
7,001 


$ 666,557 


502,631 
5,396 


22,398 
153,150 
49,788 
4,814 
3,304 

$ 741,481 


290,504 


214,953 
123,389 
2,677 
1,211 

$ 632,734 


$ 402,063 
(13,685) 


$ 471,633 


$ 504,218 


$ 452,559 
(13,146) 


397,271 
96 ,362 
16,000 
75,765 
12,986 


467,623 
106,552 


499,909 
110,621 
40,174 


40,000 


$ 24,306 
(13,359) 
1,711 


(8,038) 
2,285 

(1,518) 

(16,630) 


$ 52,722 
12,233 
(4,892) 


(20,950) 
(1,637) 
(2,011) 
20,163 
(2,424) 


$ (28,156) 
29,889 
(7,125) 


(7,661) 
(2,506) 
(85) 
(417) 
(3,522) 


$ 45,108 
13,854 
1,217 


(12,823) 
(2,257) 
(2,094) 

(23,007) 
(2,872) 


1974 1974 
$ 185,310 $ 94,749 
287,632 143,655 
72,763 38,157 
(8,119) (3,863) 
537,586 272,698 
234,057 135,683 
32,418 32,446 

91,449 = 
5,038 2,515 
30,030 16,139 
21,427 12,567 
$ 952,005 $ 472,048 
$ 783,103 $ 351,656 
(24,275) (12,724) 
7,985 15,503 
766,813 354,435 
133,534 66,168 
25,000 25,000 
24,145 22,331 
2,513 4,114 
$ 952,005 $ 472,048 
$ (59,182) $ (42,642) 
43,631 14,500 
142 9,712 
(17,331) 3,178 
(3,189) (1,317) 
(3,726) (2,599) 
11,011 3,758 
(1,436) (729) 


$ (14,289) $ 53,204 $ (19,583) $ 


17,126 $ (30,030) $ (16,139) 


$ 82,088 
(31,785) 
13,105 


(15,241) 
(2,248) 
(3,660) 

S177 
(4,152) 


$ 41,284 
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BELL CANADA 


(parent company) 


STATEMENT OF RETAINED EARNINGS 
(thousands of dollars) 


Six months ended 


Year ended December 31, June 30, 
1970 1971 1972 1973 1974 1974 1975 
Balance at beginning of period ......... $216,466 $250,573 $287,842 $342,009 $402,415 $402,415 $451,738 
Net incomes ta .-) eee er cathe 133,262 147,290 164,788 180,906 185,310 94,749 85,728 


Excess of par value over cost of preferred 
shares, purchased for cancellation 
CNotes3) me eee re ere ree cre rs ee oe — — —- — 98 21 62 
349,728 397,863 452,630 522,915 587,823 497,185 537,528 
Deduct: 
Cash dividends — 
Preferred shares — 


$3: 20ishares)c.-4 ee ae ee eee 5,706 6,400 6,399 6,399 6,182 3,187 1,670 

SSS4 shares 6 cde eee — 2,950 6,680 6,680 6,668 3,340 2,477 

$4 23 SNATeS Yc hc eter — — — _— 980 — 4,226 

$228 shares &..c eee ee — — — — — — 200 

S225 shares. 50. oe cee eee — = ae 941 3,764 1,899 1,833 

5,706 9,350 13,079 14,020 17,594 8,426 10,406 

Commongsbarese er ee 90,656 97,202 97 542 105 268 115,940 57,742 67,105 

96 362 106,552 110,621 119,288 133,534 66,168 (els 

Expenses of issue of capital stock ........ 2,793 3,469 —_— 1,212 2,551 — 1,611 
99,155 110,021 110,621 120.500 136,085 66,168 79,122 

Balance at end of period ................ $250,573 $287,842 $342,009 $402,415 $451,738 $431,017 $458,406 


Dividends per share — 
Preferred shares — 


$3.20. shares ee... . Jae. eee $2.85 $3.20 $3.20 $3.20 $3.20 $1.60 $1.60 
$3'34*shares= ae... see eee -- $1.06 $3.34 $3.34 $3.34 $1.67 $1.67 
$4.93 shares? .:o 6 Se oc ee — — — — $0.49 — $2.11 
$2.28 ‘sharese?.. FS ee eee = — — — — — $0.04 
$2.25 shares Ae icc. 2 ee a = — — $0.46 $2.25 $1.12 $1.12 
Commontsharess. 4 ee eee eee $2.50 $2.65 $2.65 $2.85 $3.12 $1.56 $1.72 


Statement of Premium on Capital Stock for Bell Canada (parent company) is not presented here because it 
is the same as Consolidated Statement of Premium on Capital Stock for Bell Canada and Subsidiary Companies. 
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BELL CANADA AND SUBSIDIARY COMPANIES 
NOTES TO FINANCIAL STATEMENTS 


In the accompanying financial statements, the term “Bell Canada” refers to the parent 
company only and the term “Company” refers to Bell Canada and its subsidiary companies. 


These notes should be read in conjunction with the Notes to Consolidated Income Statement 
of Bell Canada and Subsidiary Companies. 
1. Accounting Policies 


System of accounts — Bell Canada and its telephone subsidiaries maintain a system of accounts that is 
generally similar to that used in the telecommunication industry. 


Consolidation — The accounts of all companies in which Bell Canada owns more than 50% of the outstanding 
common shares have been included in the accompanying consolidated financial statements. These com- 


panies are: 
% Ownership 
of Common 
Shares 
SWorthermnieciics Company cLamited ys. cmc tn On Ohi hee ee Pent Se ae 89 
Bell-Northern Research Ltd. (51% by Bell Canada and 49% by Northern Electric Company, 
Limited) 
‘he: New. brunswick 1 elépnone Companys Limited 0.00%". Pr, Siero tee. 51.1 
ENGR METI PELE NONE HET ICE Seen tree an ee te RN aN SRE PMI see ie des aes ag 99.7 
Newroundianad, lt olephone: Company Limited. 224 2.6 sue uke ay da ence ue eee oe a dad dew 99.8 
INS Sec Ulex lene pend hte pete 9 Stan ie EERE. A Ri eae ok baritone, Siem etn «ee 100 
Tiewenvaley. Lelephone. Compan cacti uie Aies tie Slr Fok, CMe ety a uel oats cu aiaines Os 100 
Pie CApikalLeiepnone Company sLANMted: « andknBuded gad becks 4 encGe a hein, Bessekaok. woke A! 100 
ELoncanio mln COnpOraledimceuan ates tery oe Aarne Ge eto st Pree PEN CE cc Bee Die eG 100 
Mine: NortheAmerican! diclegraph, Companhyilac: ew .paakiaie see he. Mee Se, PAN 100 


**Maritimerlelegraph' and ‘Telephone Company, lamitéd- 20)).....5. 22980. & Te. Rae, 52.1 


*At June 30, 1975 Bell Canada was the beneficial owner of 23,562,150 or 89% of the outstanding Common Shares of 
Northern Electric Company, Limited. Assuming exercise of the 1,999,650 warrants outstanding at June 30, 1975 the 
shareholding would be 81.5%. Each warrant entitles the holder to purchase from Bell Canada prior to December 1, 
1979 one Common Share of Northern Electric at $21.50. These warrants were issued in 1974 together with Bell Canada 
$4.23 Cumulative Redeemable Convertible Voting Preferred Shares comprising the Units sold to underwriters. The 
value allocated to each warrant less related taxes, is included in the balance sheet caption “Deferred Credits — 
Other”. At June 30, 1975, 1,999,650 Common Shares of Northern Electric have been deposited in escrow with the Warrant 
Trustee for that purpose. 


See also Note 13(c) 


**Maritime Telegraph and Telephone Company, Limited has been included because Bell Canada owns more than 50% 
of the outstanding common shares. At June 30, 1975, Bell Canada was the registered owner of 2,142,942 shares; however, 
under a statute passed by the Legislature of Nova Scotia, not more than 1,000 shares may be voted by any one 
shareholder. 


For companies acquired since 1970, the excess of cost of shares over acquired equity is being amortized 
to earnings over periods not exceeding forty years. Such amortization amounted to $133,000 in 1972, 
$211,000 in 1973 and $395,000 in 1974 ($121,000 in the six months ended June 30, 1974 and $99,000 in 
the six months ended June 30, 1975). 


Telecommunication equipment, purchased by Bell Canada and its telephone subsidiaries from Northern 
Electric Company, Limited and its subsidiaries, is reflected in the consolidated balance sheet at cost to 
the purchasing companies, and in the consolidated income statement is included in Sales revenues — 
manufacturing and distributing. To the extent that any income on these sales by Northern Electric 
Company, Limited, has not been offset by depreciation or other operating expenses, it remains in 
consolidated retained earnings and consolidated income. All other significant inter-company transactions 
have been eliminated in the accompanying consolidated financial statements. 
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Sales revenues — manufacturing and distributing comprise: 
(thousands of dollars) 


Six months ended 


___ Year ended December 31,_..—- __—s June 30,___ 

1972 1973 1974 1974 1975 

Sales to: Ly ae. Te ata ac 
Bell. Canada 22.0.4 ee) on hee ee Ee ee $297,983 $316,983 $461,883 $226,859 $278,930 
Telephone subsidiaries of Bell Canada................. 22,231 29,406 60,814 26,552 36,241 
Sub-total. Seiwa oe ee eee ee ee ee 320,214 346,389 522,697 253,411 315,171 
Salésrtoothers =4.. 66) es ae ee rae 214.811 267,383 449 529 207,429 231,716 
Total Salles’ Adoc he auenucs ee $535,025 $613,772 $972,226 $460,840 $546,887 


Telecommunication property — Telecommunication property is stated at original cost. The major portion of 
telecommunication property, other than land and buildings, has been purchased from a subsidiary, 
Northern Electric Company, Limited, and is included in the balance sheet at cost to the purchaser. 
This treatment is generally accepted in the industry. It is impossible to identify such purchases over a 
long period of years but it is estimated that they represent about 55% to 60% of the total investment in 
telecommunication property. Northern Electric Company, Limited estimates that its rate of after-tax 
profit attributable to sales to Bell Canada (including items charged to other than Telecommunication 
Property) has been approximately 4.8% of such sales over the twenty year period ended December 31, 
1974 and approximately 6.5% over the five years then ended. 


Investment tax credit — This investment tax credit has been deferred and is being amortized by credits to 
income, as a reduction of income taxes, over the average estimated service life of telecommunication 
property. 


Income taxes — Bell Canada and all subsidiaries use the tax allocation basis of accounting for income taxes. 
Reductions in income taxes relating to losses carried forward in subsidiaries are not recorded in the 
accounts until the date of realization is determined. 


Inventories — Inventories held by the manufacturing and distributing subsidiaries are valued at the lower 
of cost (calculated generally on a first-in, first-out basis) and net realizable value. The cost of finished 
goods and work-in-process inventories comprises material, labour and manufacturing overhead. 


Depreciation — Depreciation is computed on the straight line method using rates based on the estimated 
useful lives of the assets. When depreciable telecommunication property, other than minor items thereof 
which are replaced, is retired, the amount at which such property has been carried in Telecommunication 
Plant is charged to Accumulated Depreciation. 


Maintenance and repairs — The cost of maintenance and repairs of property, including replacements not 
effecting substantial betterments, is expensed currently. 


Research and development — Research and development costs are expensed currently. 


. Inventories 


Inventories were classified as follows at June 30, 1975: 
(thousands of dollars) 


Consolidated 
Manufacturing and distributing — 
Raw materials .2¢ He, G05 SSR) PE, Ee, Se SE eee on ere $ 28,016 
Worksineprocessi) etn as. ek EE ER DR SRE Haier otto reece etedt ave” stokes 121,248 
Finishéd “gooda) ss '..<iavee . cP. Sere be BR RR i es eS Se ae, <a 87,062 
$236,326 


Manufacturing and distributing inventories at December 31, 1971, 1972, 1973, 1974 and June 30, 1974 
amounted to $112,161,000, $112,545,000, $177,295,000, $255,900,000 and $243,975,000 respectively. 


58 


3. Capital Stock 
Authorized 


By Charter — $1,750,000,000 divided into Common Shares of the par value of $25 each, and into 
Preferred Shares. 


By Shareholders — $1,750,000,000 divided into Common Shares of the par value of $25 each, and: (a) not 
more than 4,000,000 of a class of Preferred Shares to a maximum aggregate amount of $100,000,000; 
(b) not more than 9,000,000 of another class of Preferred Shares to a maximum aggregate amount of 
$225,000,000; and (c) not more than 12,000,000 of another class of Preferred Shares to a maximum 
aggregate amount of $300,000,000. 


Outstanding at June 30, 1975: 


Preferred Shares — (thousands of dollars) 
Cumulative, Redeemable, Convertible and Voting 
152692 = $5 20 SHALES O1eo4 a DALEValLCr ome ity penta ere eee ey ayn. $ 35,377 
1,088,333 — $3.34 Shares, Class B, Series B, of $52 par value .......................... 56,593 
2,000,000 — $4.23 Shares, Class C, Series D, of $47 par value ......................0.0.. 94,000 
5,000,000 — $2.28 Shares, Class C, Series E, of $25 par value ........................-. 125,000 
Cumulative, Redeemable and Voting 
1,625,200 — $2.25 Shares, Class B, Series C, of $30 par value ........................-- 48,756 
$359,726 
Common Shares — 39,301,962 Shares of $25 par value .............-..0 0. cece eee ence e eee $982,549 


The $3.20 Preferred Shares are not redeemable prior to February 1, 1976, but may be redeemed thereafter at 
$47 plus a premium of $3.00 diminishing by $.50 at the end of each subsequent year to February 1, 1982, 
and thereafter at $47. Each $3.20 Preferred Share may be converted into one Common Share on or before 
February 1, 1982, and 752,692 Common Shares have been reserved for this purpose. At June 30, 1975, 
1,247,308 of these shares had been converted (including 173,168 during 1974 and 1,073,953 during the 
six months ended June 30, 1975). 


The $3.34 Preferred Shares, Class B, Series B, are not redeemable prior to August 1, 1977, but may be redeemed 
thereafter at $52 plus a premium of $3.00 diminishing by $.50 at the end of each subsequent year to 
August 1, 1983, and thereafter at $52. Each $3.34 Preferred Share may be converted into one Common 
Share on or before August 1, 1983, and 1,088,333 Common Shares have been reserved for this purpose. 
At June 30, 1975, 911,667 of these shares had been converted (including 25,325 during 1974 and 886,292 
during the six months ended June 30, 1975). 


In 1974, 2,000,000 $4.23 Preferred Shares, Class C, Series D, were issued at par. These shares are not 
redeemable prior to December 1, 1980, but may be redeemed thereafter at $47 plus a premium of $4.00 
diminishing by $.70 at the end of each subsequent year to December 1, 1983, by $.60 at December 1, 1984, 
by $.70 at December 1, 1985, by $.60 at December 1, 1986, and thereafter at $47. Each $4.23 Preferred 
Share may be converted into one Common Share on or before December 1, 1986 and 2,000,000 Common 
Shares have been reserved for this purpose. 


In 1975, 5,000,000 $2.28 Preferred Shares, Class C, Series E, were issued at par. These shares are not redeemable 
prior to July 2, 1981, but may be redeemed thereafter at $25 plus a premium of $2.00 diminishing by 
$.35 at the end of each subsequent year to July 2, 1986, by $.25 at July 2, 1987, and thereafter at $25. 
Two $2.28 Preferred Shares may be converted into one Common Share on or before July 2, 1987 and 
2,500,000 Common Shares have been reserved for this purpose. 


In 1973, 1,700,000 $2.25 Preferred Shares, Class B, Series C were issued at par. These shares are not redeemable 
prior to October 1, 1983, but may be redeemed thereafter at $30 plus a premium of $1.50 diminishing by 
$.375 at the end of each subsequent five year period to October 1, 2003, and thereafter at $30. Pursuant 
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to the conditions attaching to this issue of shares at June 30, 1975, 74,800 shares with a par value of 
$2,244,000 had been purchased and cancelled (51,000 shares with a par value of $1,530,000 during 1974 
and 23,800 shares with a par value of $714,000 during the six months ended June 30, 1975). 


At June 30, 1975, 211,128 Common Shares have been reserved for the Employees’ Savings Plan (1966). 


4. Employees’ Savings Plans 


Prior to July 1, 1970 employees of Bell Canada purchased Common Shares from Bell Canada under the terms 
of employees’ savings plans by deductions from pay of a proportion of basic wages and by assignment 
of dividends from the shares so acquired. 


Effective July 1, 1970 the payroll deduction portion of the existing Employees’ Savings Plan (1966) was 
cancelled and replaced by the Employees’ Savings Plan (1970) entitling employees to subscribe up to 
10% of their basic wages, which, together with a company contribution (charged to operating expenses) 
not to exceed 2% of such basic wages, is used by a trustee to make monthly purchases of outstanding 
Common Shares of Bell Canada on the open market for the benefit of participating employees. The 
assignment of dividends for the purchase of shares under the Employees’ Savings Plan (1966) continues 
for employees enrolled for such assignments prior to July 1, 1970. Purchases under the Employees’ 
Savings Plan (1966) amounted to 128,544 shares in 1972, 128,998 shares in 1973, 139,925 shares in 1974 
and 2,873 shares in the six months ended June 30, 1975 for an aggregate consideration of $4,825,000, 
$4,730,000, $4,950,000 and $102,000 respectively. Proceeds in excess of par value were credited to 
Premium on Capital Stock. At June 30, 1975 deposits received from employees, plus interest, aggregated 
$5,291,000. 
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5. Long Term Debt 


Bell Canada: 


First Mortgage Bonds (secured by a first mortgage and a floating charge) 


Rate of 

Maturity Date Interest Series 
May 1 1976)..30 3 ee Sees Ge Fosse Rees I 
March AE Fr oe sy aR ee ie SNE ote tik AP de: E 
May DOUG Pantin: rte Re Sag 0 cewhe. wisi ier N AN 
January PSN OTS ee a pev eres ees GUEUo ae a ee R 
iINovembert <5. 1978 #24 4 nee ees GRO Tee ee: AK 
November 15 G1978) 2.) eee FOYER See ae te accek Ona AU 
May 1 aad MO a pgiata ios tee ENE GO SUA OS EI MO Re eee K 
June STIL A per Meigs A One Ope eee (UTR Gee Cir R nd eR BF 
December® 1, 1979". 22... .42.00% 06. QU OTe aw I, oa oe AR 
April LO SORE a8 east rae Sia So wera gah BI 
July SPARS 21 Aeterna GVA Y Cee ete eA Eee Q 
August hp 1980.) eee les 33 Gon rt et as Ae AX 
April oe FOIE, EYES he ae es Pee re Ole Sonia: Sarena ye, AC 
May TOMI OR tet ge, ers Oe LAs ole ree Bate, BC 
June i PRLON oe ear aera ATO De i). ee M 
January DP O82 rc. eet ieee DO hee Tee Ps V 
August De 1982 Creag ne eT DUA Oo ae T 
March PO MLOSSLA A. Seeds ts ae EL A Re ae Ae ey Sa iP 
June SPT OSA fcr er ete t ees OU i Neh a cod ate navn cee W 
October PRT OS re. td ewe cen DALY ONO REEMA cree! v4 
August £2 2085-1907 ee BEG ae | EM en AZ 
January LODE ehh ea uta at (OG aie sa, OA U 
July DDL OR esti ne th nee eestor Gye onrcil agen ae ene AE 
May ag UL he hn a DOGS Mh att aca Mos DS 
November: £15 1988 290). tances GLE So ns, eee AH 
January 1 O89) oe Opes welaey hie 5 Wealth e. AP 
October Te LOSOR Pomeeenas oise cee ASOT Bess arts soe at Z 
Mebruary ae 11900 ee secs CB Tove ye Ses AG 
May 121900 caress oh es Bh 96. oe sd. Re AO 
Monete 914. 1900 alee. 4s. CCE OR BA ele AQ 
April ART OO Ia Sed, 5 steariteyet Ge So EIS coe AD 
INovemper™= 1°1991  : 2390.20 7h CO ON Oe AL 
March ND SEOOD reer times cho SRR Got 2 er AT 
September” 15, 1992 220. vk ce eee C625 Ue Sk cas ee AI 
April aR 1993 2 arene lle aoe a Su Vo tiste see e ae AW 
August RG 1 OOS ae arr es nt ad S88 oa cae Fee ee. AY 
December’ <1)=19938 2.5.6) ssc cee O88 Foret Se ni hee AS 
April De 1994-2008 5 on c.ccticss 5 axe (RG abe ane ern es, BB 
May DOO Era Pee BUS Vet MY ean Pree BD 
November: 15 6199400.,....0240 ae Sie eo gy tssd hy) ee ae AV 
December 1, 1994 ................ 1OU6 Uo ee toes ae BH 
June 11995-2004 ee inne: O06 Yor. eae ene BE 
Septembers ole 1995s eee APRS Ooi eee cee ae AA 
December | L990 pss aoe PST AY (ha Ae we ems a Saar AB 
June SHIGIG CR nck we ees lO PESowe Perey reer BG 
October 1. 814531996 6 «me ante eee Ge Aa AR aes ee AF 
Pebrsarviat) be 1907 cH. sik ose Bo OG neta nied ne eee BA 
December’ 1, 1997., Hassan C609 eee eee AJ 
September «li7,./1998<.%.decerdek aes CH ee OM nT ee AM 
April Dp LOO es ne a np oe (OL, ky oe Oh oe BJ 


Exchange premium less discount, at time of issue, on bonds payable in United States funds 
Total — Bell Canada 


Subsidiaries: 


Northern Electric Company, Limited (Consolidated) 


The New Brunswick Telephone Company, Limited (Consolidated) 


Northern. belenhone Limited. (Consolidated oi. 2 eke whe aa aes ER ives nate Hllys wh areety aya as 6 > 


Newfoundland Telephone Company Limited 


Télébec Ltée 


Maritime Telegraph and Telephone Company, Limited (Consolidated) 


Total — Subsidiaries 
Total — Consolidated 


a4 Nemieite is) eh pie ere] 6) vel 'e 


elie! (8 je) e) #1 0)) ejle.en ee 


(thousands of dollars) 


Authorized Outstanding 
$ 40,000 $ 40,000 
35,000 35,000 
55,000(a) 54,747(a) 
35,000 5,000 
10,000 10,000 
25,000 25,000 
40,000 40,000 
45,000 45,000 
25,000 25,000 
40,000 40,000 
30,000 30,000 
32,000 32,000 
13,500 13,500 
15,000 15,000 
24,000 24,000 
40,000 40,000 
50,000 50.000 
50,000(b) 50,000(b) 
30,000 30,000 
30,000 30,000 
26,000(c) 26,000(c) 
35,000 35,000 
35,000 35,000 
50,000 (b) 50,000 (b) 
50,000 50,000 
30,000(d) 30,000(d) 
50,000(b) 50,000(b) 
30,000 30,000 
— (a) 253 (a) 
50,000 50,000 
26,500 26,500 
30,000 30,000 
65,000 65,000 
45,000 45,000 
50,000 50,000 
42,000 42,000 
35,000 35,000 
40,000(b, e) 40,000(b, e) 
50,000 50,000 
65,000 65,000 
60,000(f) 60,000 (f) 
130,000(b, g) 130,000(b, g) 
50,000(b) 50,000(b) 
28,000(b) 28,000(b) 
70,000 70,000 
44,000(b) 44,000(b) 
50,000 50,000 
51,000(b) 51,000(b) 
75,000(b) 75,000(b) 
110,000 110,000 
$2,137,000 2,137,000 
ign Wee 23,926 (h) 
2,160,926 
106,135 
74,310 
26,240 
53,882 
389 
eR ae EE ot We A 141,114 
402,070(i) 
$2,562,996 


(a) Series AN Bonds are exchangeable at the option of the holders on any interest payment date from November 1, 1970 
to and including November 1, 1975 for First Mortgage 844% Bonds, Series AO, to mature May 1, 1990. 


(b) Payable in United States funds. 
(c) Series AZ Bonds mature $2,000,000 per annum on August 1 in each of the years 1985 to 1997 inclusive. 


(d) The holder of any Series AP Bond has the right to elect prior to July 15, 1975 that Bell Canada shall prepay the 
re co ae of such Bonds on January 15, 1976, and the holders of "$7,215, 000 of these Bonds have so elected 
as at June 30, 1975. 


(e) Series BB Bonds mature $4,000,000 U.S. per annum on April 1 in each of the years 1994 to 2003 inclusive. 


(f) The holder of any Series BH Bond will have the right to elect, after June 1, 1984 and prior to September 1, 1984, 
that Bell Canada shall prepay the principal amount of such Bonds on March 1, 1985. 


(g) Series BE Bonds mature $13,000,000 U.S. per annum on June 1 in each of the years 1995 to 2004 inclusive. 
(h) Based on the exchange rate at June 30, 1975 this premium would be $16,813,000. 
(i) Interest rates and maturity dates of long term debt of subsidiaries are as follows: 


(thousands of dollars) 


Total 
Outstanding 
Interest Rates 
Maturity Dates* Principally Non- 
at Prime Interest 
3-5 % %o 6-7% % 8-944 % 10-11% Bank Rate Bearing 
First Mortgage Bonds 
1976 $2,000 $ — $ — $ — $ — $ — $ 2,000 
1977 1,215 — 6,000 — — — 7,215 
1978 4,840 500 — — — — 5,340 
1979 — 820 _ — — — 820 
1980 4,000 1,720 — — — — 5,720 
1981-85 13,250 327 — _ — — 13,577 
1986-90 3,000 11,000 2,721 — = = 16,721 
1991-95 — 5,500 72,430 23,500 — — 101,430 
1996 _ _ — 42,500 — — 42,500 
Debentures and Other 
1975 = 2 60 — 88 3,119 3,269 
1976 9,958 — — — 568 1,583 12,109 
1977 2,000 — — — 35,664 1,583 39,247 
1978 1,455 — — — 759 397 2,611 
1879 3,000 — _ 768 47 3,815 
1980 — — — _ 768 — 768 
1981-85 25,984 1,707 4,400 — 1,536 — 33,627 
1986-90 — 33,094 42,607 2,000 —_ — 77,701 
1991-95 — — 7,100 4 "500 — — 11,600 
1996-97 — —_— 22,000 — — — 22,000 
$70,702 $54,670 $157,318 $72,500 $40,151 $6,729 $402,070 


*Excludes sinking fund requirements. 
At June 30, 1975 the amount of long term debt payable, including sinking fund requirements, by Bell Canada 
and subsidiary companies in the years 1975 through 1980 is $3,428,000, $62,959,000, $139,833,000, 
$81,492,000, $118,584,000 and $112,337,000 respectively. 


6. Notes Payable 


Details of notes payable, issued for purposes of interim financing, are as follows: 
(dollars in thousands) 


Promissory notes Bank loans of 
of Bell Canada Subsidiaries 
i) Amounts outstanding at June 30, 1975 ($64,445 in total) .... $17,448 $46 997 
ii) Maximum amounts outstanding at any month-end during the 
six months ended JuueSU, 1975... qe eee $45,855 $46,997 
iii) Average amounts outstanding during the six months ended 
June 30,1975 223 As, Pe, eee $26,449 $36,184 
iv) Weighted average annual interest rates during the six months 
ended: June's0/1975 9) vc oe arene eet cree Mere ee 8.3% 9.2% 


7. Lease Commitments 
The Company is party to certain non-cancellable leases for property and equipment used in the performance 
of its business. At June 30, 1975 the aggregate minimum annual rental commitments for all such leases, 
and the commitments for non-capitalized financing leases included therein, are approximately as follows: 
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(thousands of dollars) 


Consolidated Bell Canada 


Year Aggregate 
CSS Sa Se ety eee MRS ATOR ey. Ree Oe Ce err aa $44,032 
DOUG gos etter Soak Ey Aen ee eee 44,067 
| Oe Macs ad ge RII PU eee REO RD fe AO e OIOcraeake  OP EY o 38,865 
RO 75 Sere Pete 2 et ky eet ass <a aE Beane wee med ier ts aes 26,993 
EOE RAE 5 eee L.A DUP EAL 9-8 Re Ret aM ge We 22,105 
POG: EAA ies cca, Se, tc ee ee, ear me Ce A 16,902 
POST ESS orate: 08 sat ae Sh here ce Me elena kei MM ate He eC 55,725 
LOSO=OO MP it sd See eee ee eee Ley | eae Ae Me elo eg A tee 37,483 
NOD TOS Mare RereeNs, re euna tee oe etme Lots as te MUR rnie wie Seb ont 27,380 
RAGES ICS i RA Re Ak Se Oe OE Een Aan ee eR ee a 31,328 


Financing Aggregate Financing 

$13,181 $33,705 $ 9,868 
13,106 33,715 9,953 
10,785 29,392 7,978 
9,769 19,546 7,478 
8,636 16,033 6,806 
7,720 12,530 6,288 
32,344 45,037 24,855 
27,370 30,695 20,894 
19,203 25,426 17,496 
26,604 31,054 26,604 


Bell Canada has agreed to purchase a mortgage for a sum not to exceed $37,106,000 in the event of mortgage 
payment default by the owner of a building. In such event the lease commitments mentioned above 


will be reduced by approximately $74,837,000. 


8. Pensions 


Bell Canada and most of its subsidiary companies have non-contributory plans which provide for service 
pensions based on length of service and rates of pay. The last actuarial reviews of December 31, 1973 
indicated that all vested benefits were fully funded and that on a winding-up basis no unfunded liability 


existed in respect of past service pension costs. 


The total provisions for the cost of pension plans were: 


(thousands of dollars) 
Period Consolidated Bell Canada 
Year ended December 31, 
O72 a NN PUR. REIS a Oe he a od Og eg di aati Oa $45,094 $26,300 
TOVRY ay 5 8B Ae Re Se ee re 8 OEE 20 ae eS is 10 arts ik ee aCe anes 52,174 30,984 
OTA aS yr. IR Pe rch PARR | PPMP OOM LS 2 lid ink Soh Ss aa evel rehese, SSoneebcallanses 66,191 38,910 
Six months ended June 30, 
IIS AE. eres er od eed ROR ee Pe ac Me PE ERIN MO AWE ALE SE PNERE DD, rhs Oe RRR hee, a eae 30,985 18,988 
RCA 1 ao RR ae ee ne Nn steve ed bite Los hen en teem eee tece 47,637 32,293 


Bell Canada has agreed to pay two officers, in addition to the regular pension benefits payable to them on or 
after retirement, a retiring allowance. The total liability for such allowances, which is funded, aggregated 
$140,000 for 1973, $170,000 for 1974 and $19,167 for the six months ended June 30, 1975. 


9. Income Taxes 


Bell Canada’s effective income tax rate as determined from the income statement (aggregate income taxes 
divided by the sum of aggregate income taxes and net income) was different from the statutory 
(Canadian Federal and Provincial) income tax rate for each of the periods shown, and the differences 


are attributable to the following factors: 


Statutory. income tax Tate. <.. : 3s mnpeonaets: 6 eaeeeteo is sce? aleeeamne 
(i) Items not subject to tax: 

(a) Income from investment in subsidiaries included in net 

RIA COMIG FR ea reh Se eee RCE ee ee ae ee: 

(b) Interest charged to construction, net of applicable de- 

precistion. ACj}USIMENE sc. is see eters oo hk hes 

(ii) Other miscellaneous differences between the calculations of 

taxable income and book income before taxes, and outright 

reductions of taxes for the period resulting from investment 

tax CLreGits and irrantse).e ater eee an ae eee ere ce es 


Dfectivesincomertax. TAateus... orci ele eyo eee rae ee re ere 


Six months ended 
Year ended December 31, __ June 30,___ 


197219731974 1974 1975 
48.5% 510% 52.5% 513% 51.5% 
(3:7), PP (SIs), OXL0) (34) (4.3) 
Ceca C2ye. (17) (15) (2.1) 
0.1 0.2 (0.3) (05) (0.1) 
435% 46.2% 46.5% 45.9% 45.0% 


Details of Bell Canada’s income taxes are as follows: 


(thousands of dollars) 
Six months ended 
__ Year ended December 31,__ June 30, 
1972 1973 1974 1974 1975 
CHITTENE. eis eicsn vin ehcbaske Ce Ieee Se See aie Seek: $ 57,645 $ 75,176 $ 88,375 $ 42,166 $ 23,216 
Deferred msc. scot bs Rte SOS SR se ae acd eae 69,163 74,583 72.763 38,157 46,760 
Totaluincome,taxesi pana ten eee cea eee $126.808 $149,759 $161,138 $ 80.323 $ 69,976 


Deferred income taxes result from deductions for tax purposes, in respect of plant, being in excess of amounts 
currently charged to operations. 


Adjustments to deferred income taxes have been made as a result of changes in methods of accounting for 
certain expenditures for income tax purposes. 


10. Supplementary Income Statement Information (thousands of dollars) 
Six months ended 
___ Year ended December 31,__ June 30, 

‘ 1972 1973 1974 1974 1975 
Consolidated: ak men arial ae rroys 
(aye Maimtenance andirepairsia) eee eee eee ee $228 490 $250,863 $304,195 $142,359 $173,476 
(b) Taxes other than income taxes 

Property, and fbusinessiyeres.nc eee eae $ 18,465 $ 19,538 $ 21,349 $ 11,148 $ 12,648 
Gross receipts and net revenue ....................-05- 27,593 44,999 47,479 24,152 26,875 
Payroll te ies Bee tN lor Re ae aco Rt alay ee erates eae 11,017 12,590 20,699 10,708 12,067 
Miscellaneous a0e4.e 8 aero ron eiralcuae ec anne Cae 9,007 11,243 12,166 5,961 6,721 
31 BOLE Veena MCs CREA aan ee OI CaRE A AP aN SIME tae $ 66,082 $ 88,370 $101.693 $ 51,969 $ 58,311 
(Gye REDCAR! CXPETISE etc: | crn se RN Os Xt riers Aes eer ee $ 40,084 $ 55,586 $ 57,401 $ 27,613 $ 34,265 
(d) Depreciation — percentage of average depreciable 
Telecommunication and Other Property (annual basis). —__—5.51% 5.73% 5.97% "6.119, SOR 
(e) Depreciation and amortization of Telecommunication and 
Other Property®.... gaahseseecac 2 ea $274,391 $311,704 $359,199 $178,822 $200,588 
(f) Research and development expenses ...................... $ 43,936 $ 51,001 $ 65,855 $ 28,979 $ 33,713 
(thousands of dollars) 
Six months ended 
__ Year ended December 31,__ June 30, 
1972 1973 1974 1974 1975 
Bell Canada: 
(a) = Maintenancesand repairs ieee eee eee $193,435 $212.721 $249 479 $117,081 $141,125 
(b) Taxes other than income taxes 
Property, ands DUSINeSS tana e eee eee ee eee $ 11,506 $ 12,392 $ 13,432 $ 7,321 $ 7,952 
Gross receipts and net revenue ....................005 27,300 44,452 46,933 23,803 26,642 
Payrollotex cies oh Pati RA he en eee 6,722 7,475 10,928 4,985 5,952 
Miscellaneous psscctoiia acs. ie ea Oe Oe eee 8,275 10,429 e753 5,802 6,563 
POtAD oc 5 abs cie2. aude cece aeons $ 53.880 $ 74.748 $ 83,046 $ 41,911 $ 47,109 
(c) Rental expense: .cs6 aches ts ba ee ee $ 26,125 $ 38.297 $ 41,645 $ 19,454 $ 25,761 
(d) Depreciation — percentage of average depreciable 
Telecommunication Property (annual basis) ........... 5.50% 5.67% 5.82% 5.95% 6.02% 
(e) Depreciation and amortization of Telecommunication 
PROP Ett Yea cect orks sh eee Re ee $228,033 $257.096 $287 632 $143,655 $163,004 
(f) Research and development expenses .....................-. $ 15,142 $ 17,461 $ 19,981 $ 8,540 $ 9,142 


11. Unused Bank Lines of Credit 


At June 30, 1975, the Company had unused bank lines of credit, generally available at the prime bank rate of 
interest, of approximately $213,000,000 of which $100,000,000 was available to Bell Canada. 


12. Application For Rate Increases 


On May 30, 1975, Bell Canada filed an application with the Canadian Transport Commission (“CTC”’) for 
rate increases to become effective in two phases. Hearings on the first phase were held in July 1975, and 


64 


in a decision dated July 28, 1975 the CTC granted, effective August 9, 1975, one-half of the amount 
requested in this phase. The remaining half was not denied, but its further consideration was deferred 
until the hearing on the second phase scheduled to commence on October 27, 1975. 


13. Subsequent Events 


(a) On July 3, 1975, The New Brunswick Telephone Company, Limited issued and sold to underwriters 
$25,000,000 of its 107g% Debentures, Series P to mature July 2, 1997 for the sum of $24,500,000. 


(b) Long term debt repaid by Northern Electric Company, Limited and one of its subsidiary companies 
in July 1975 was as follows: 


(i) The bank term loan due in 1977 amounting to $35,000,000 and $2,000,000 of the bank term loan 
due 1976 to 1982. 


(11) Other debt amounting to $6,729,000, including current liability of $3,119,000. 


(c) Bell Canada entered into an agreement with Canadian Underwriters on October 6, 1975 for the sale 
of 3,000,000 Units and intends to enter into an agreement with United States Underwriters on October 7, 
1975 for the sale of an additional 2,250,000 Units. Each Unit consists of one Common Share of Northern 
Electric presently owned by Bell Canada and one-half of one Warrant of Bell Canada. A full Warrant 
is required to purchase one Common Share of Bell Canada at the exercise price of Cdn. $46 per share 
on or prior to June 30, 1977, The aggregate consideration on the sale of these 5,250,000 Units is estimated 
at Cdn. $132,586,000 after deducting underwriting commission. 
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DESCRIPTION OF THE OFFERING 
Units 


This Prospectus relates to an offering of 5,250,000 Units, each Unit consisting of one Common Share of 
Northern Electric, without nominal or par value, and one-half of one Warrant of Bell Canada. A full Warrant 
is required to purchase one Common Share of Bell Canada, of the par value of $25, at the exercise price set forth 
on the cover page of this Prospectus. The Northern Electric Common Shares and the Warrants will be traded 
separately from the date of the offering. 


For a description of Northern Electric Common Shares see “Description of Capital Stock of Northern 
Electric”’. 


Warrants 


The Warrants, evidenced by Warrant Certificates, will be issued under and pursuant to a Warrant Indenture 
between Bell Canada, Montreal Trust Company, as Warrant Agent, and Morgan Guaranty Trust Company of 
New York, as United States Warrant Agent, to be dated October 22, 1975 (the “Warrant Indenture’). 


Each Warrant will entitle the holder to purchase on or prior to June 30, 1977 one Common Share of Bell Canada, 
of the par value of $25, at the exercise price set forth on the cover page of this Prospectus. The Warrant Indenture 
will provide for adjustment in the number of Common Shares which the holder is entitled to receive upon exercise 
after any subdivision or consolidation of the outstanding Common Shares of Bell Canada. Fractional Warrants may 
not be exercised but may, in combination with other fractional Warrants, be exchanged for integral Warrants. 
Bell Canada will allot and reserve 2,625,000 of its Common Shares for issue upon exercise of the Warrants. After 
June 30, 1977 the Warrants will lapse and be void. 


Warrant Certificates evidencing integral Warrants will be issued only in registered form. Fractional Warrants 
will be evidenced by bearer Warrant Certificates. Facilities for registration, transfer and exchange of Warrants 
will be maintained by Bell Canada at the offices of its Treasurer in the Cities of Montreal and Toronto, by the 
Warrant Agent at its principal offices in the Cities of Winnipeg, Calgary and Vancouver and by the United States 
Warrant Agent at its offices at 30 West Broadway, New York, N.Y. 10015. Warrants may be exercised by 
presentation and delivery of Warrant Certificates, appropriately completed and accompanied by payment, to the 
office of the Treasurer of Bell Canada in the City of Montreal and at the office of the United States Warrant Agent 
at 15 Broad Street, New York, N.Y. 10015. 


For a description of Bell Canada Common Shares see “Description of Capital Stock of Bell Canada”. 


CANADIAN FOREIGN INVESTMENT REVIEW ACT 


The Canadian Foreign Investment Review Act (the Act”) provides, inter alia, that the acquisition by any 
person or group of persons of 5% or more of the voting shares of a corporation shall, unless the contrary is 
established, be deemed to constitute the acquisition of control of any business carried on by such corporation. 


Such an acquisition of presumed control of a Canadian business by a “non-eligible person” as defined in the 
Act (which includes a United States citizen or a group or corporation controlled by a United States citizen) is 
subject to review under the Act. 


Since Bell Canada will own approximately 62% of the outstanding voting shares in the capital stock of 
Northern Electric after completion of the sale of 5,250,000 Common Shares of Northern Electric and exercise of all 
outstanding warrants to purchase Northern Electric Common Shares, the presumption of acquisition of control of 
a Canadian business, outlined above, applied to the acquisition of Northern Electric shares could, in the opinion of 
Mr. Clive V. Allen, General Counsel of Northern Electric, Mr. Guy Houle, General Counsel of Bell Canada and 
McMaster, Meighen, Minnion, Patch, Cordeau, Hyndman & Legge, Canadian counsel for the Underwriters, 
readily be rebutted. 
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In the event that the acquisition of Bell Canada Common Shares by the exercise of Warrants would result 
in the acquisition of 5% (presently 2,495,471 shares) or more of all voting shares of Bell Canada by a “non- 
eligible person”, such non-eligible person is obliged under the terms of the Act to give notice of acquisition of 
such Warrants to the Foreign Investment Review Agency in the prescribed form and manner. 


TAXES 


Canadian Taxes 


Income Taxes. For income tax purposes, the cost (to the purchaser of the Unit) of the Northern Electric 
Common Share and one-half of one Warrant of Bell Canada comprised in the Unit will be determined by 
allocating the purchase price of the Unit between the components thereof in proportion to their respective fair 
market values on the date of purchase. 


Upon the exercise of a Warrant for a Common Share of Bell Canada, the Warrantholder will not realize a 
capital gain or loss; the cost of such Common Share to the holder BE will be equal to the exercise price of the 
Warrant plus the on of the Warrant to him. 


Provided that the taxpayer is not a trader or dealer in securities, the disposition of any Common Share of 
Northern Electric or any Common Share or Warrant or one-half of a Warrant of Bell Canada (other than upon 
the exercise of a Warrant as mentioned above) may give rise to a capital gain or loss for income tax purposes. 


Dividends on a Common Share paid or credited by Northern Electric or Bell Canada to a non-resident of 
Canada will be subject to a withholding tax under the Income Tax Act (the ‘“Act’’) at a rate which is currently 
10%. The rate of withholding tax is 10% because Northern Electric and Bell Canada each has a “degree 
of Canadian ownership” for purposes of the Act. Northern Electric and Bell Canada will continue to have a degree 
of Canadian ownership under the present Act so long as they are resident in Canada and meet certain tests 
prescribed by the Act relating to the ownership of a percentage of their issued and outstanding shares by Canadian 
residents and to a perceutage of their directors being resident in Canada. If a company does not have the required 
degree of Canadian ownership its dividends would be subject to the present standard rate of withholding tax of 15%. 


The standard rate of withholding tax imposed by the Act will be increased after 1975 to 25%, provided that 
such increased rate may be reduced by treaty between Canada and the country of the shareholder’s residence. 
There is at present in force a treaty between the United States and Canada specifying a maximum rate of 15% in 
the case of Canadian dividends paid or credited to individuals resident in the United States or corporations 
resident in and organized under the laws of the United States, and not having a permanent establishment in 
Canada. Under the Act the statutory rate of 25% or, if applicable, a lower treaty rate (15% in the case of the 
United States) will be reduced by 5% if there is the required degree of Canadian ownership. The United States 
Treasury Department includes Canada among the countries with which it is engaged in income tax treaty 
negotiations. 


A non-resident of Canada will not realize a taxable capital gain under the Act on a disposition of a Common 
Share of Northern Electric or a Common Share or Warrant or one-half of a Warrant of Bell Canada unless the 
non-resident uses such capital property in carrying on business in Canada or, in the case of any such share, unless 
he (and/or persons with whom he did not deal at arm’s length) owns 25% or more of the issued shares of any 
class of the company’s capital stock at any time during such of, the period of five years immediately preceding 
the disposition as is after 1971. A non-resident will not realize ordinary income under the Act on a disposition of 
a Common Share of Northern Electric or a Common Share or Warrant or one-half of a Warrant of Bell Canada 
unless such disposition gives rise to income in Canada from the carrying on of a business or trading or dealing 
in shares or the gain arises from an “adventure in the nature of trade” carried on by the non-resident in Canada. 
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Inheritance Taxes. There are no inheritance taxes presently imposed by the Government of Canada. The 
Provinces of Ontario, Quebec, British Columbia, Saskatchewan and Manitoba presently impose a succession duty. 


There is lack of uniformity in the succession duty legislation of the various provinces. Succession duties may 
be payable in respect of Common Shares of Northern Electric and Warrants and Common Shares of Bell Canada at 
the time of death of the owner if (i) such owner is domiciled in a province imposing succession duties; (ii) a 
beneficiary is resident or domiciled in such a province; or (iii) the property is situate in such a province 
at that time. 


United States Taxes 


Dividends paid on Northern Electric Common Shares or on Bell Canada Common Shares acquired pursuant 
to exercise of the Warrants will be subject to United States income tax upon receipt by citizens or residents 
of the United States, and by United States corporations. United States corporations, and individual citizens or 
residents who itemize deductions, will generally be entitled to elect a tax credit, subject to certain limitations, 
with respect to Canadian income taxes withheld from such dividends. Taxpayers may claim a deduction for 
such taxes if they are not eligible for, or do not elect, a credit. (Under certain limited circumstances, non-resident 
aliens and foreign corporations may also be subject to United States income tax, and may be entitled to a credit 
or a deduction, as the case may be). 


A purchaser’s Federal income tax basis for Northern Electric Common Shares and Warrants (or half Warrants) 
for Bell Canada Common Shares will be determined by allocating the total purchase price for the Unit between 
such securities in proportion to their respective fair market values on the date of purchase. No gain or loss will be 
recognized upon the exercise of a Warrant to purchase Bell Canada Common Shares. The holding period for 
Bell Canada Common Shares will begin with and include the day on which a Warrant is exercised, and the Federal 
income tax basis for such shares will be the sum of the exercise price plus the tax basis of the Warrant. Gain or loss 
recognized upon the sale or exchange of Northern Electric Common Shares, Bell Canada Common Shares, or 
Warrants (or half Warrants), as the case may be, will be a long-term capital gain or loss if such security was held 
for more than six months and was a capital asset in the hands of the holder. 


General 


The above statements with respect to Canadian taxes are set forth in reliance upon the opinion of McMaster, 
Meighen, Minnion, Patch, Cordeau, Hyndman & Legge of Montreal and with respect to United States taxes are 
set forth in reliance upon the opinion of Davis Polk & Wardwell of New York City. It is the responsibility of the 
individual purchasers of the securities offered hereby to consult their tax advisers if they are in any doubt as to 
their tax position. 


UNDERWRITING AND PLAN OF DISTRIBUTION 


Salomon Brothers, Merrill Lynch, Pierce, Fenner & Smith Incorporated, A. E. Ames & Co. Incorporated and 
Wood Gundy Incorporated, as Representatives of the U.S. Underwriters, and A. E. Ames & Co. Limited as 
Representative of the Canadian Underwriters, have severally agreed with Bell Canada to form and manage two 
groups of Underwriters to sell Units in the United States and in Canada and Europe, respectively. The US. 
Underwriters will not offer to sell or sell Units to Canadian persons or to persons they have reason to believe 
intend to resell in Canada and the Canadian Underwriters will not offer to sell or sell Units to United States 
persons or to persons they have reason to believe intend to resell in the United States, except in each case 
for transactions carried out through the respective Representatives pursuant to the Agreement between US. 
and Canadian Underwriters mentioned below. The aggregate number of Units to be purchased from Bell Canada 
and initially offered for sale through the U.S. Underwriters is 2,250,000 and the aggregate number of Units to be 
purchased from Bell Canada and initially offered for sale through the Canadian Underwriters is 3,000,000. 


68 


Subject to the terms and conditions set forth in the Underwriting Agreement with the U.S. Underwriters, 
Bell Canada has agreed to sell to each of the U.S. Underwriters named below, and each of the U.S. Underwriters 
has agreed, severally, to purchase, the number of Units set forth opposite its name below: 


Underwriter Units 


Salomon Brothers .... sana, weed p00 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 234,500 


A. E. Ames & Co. Incorporated RATT, COR Re anes for 77,300 
Wood Gundy Incorporated ........................ 77,300 
Morgan Stanley & Co. Incorporated ................ 37,500 
inewirst: Boston Corporation. —....5.......... ..8- 37,500 
Blyth Eastman Dillon & Co. Incorporated .......... 30,000 
Witlonwekedda& Con Ines ck i8 he oe il ce eee 30,000 
Drexel Burnham & Co. Incorporated .............. 30,000 
Goldman woachs & Cowen cs5 lsc: othe eee ens 30,000 
Halsey “Stuart..€) Co. Ine." 2. i oo 30,000 
Hornblower & Weeks-Hemphill, Noyes Incorporated 30,000 
Het Eutton «sCompany. Inc. .........).-...-.-.. 30,000 
Kidder, Peabody & Co. Incorporated ............... 30,000 
HGulanrmoOeb Ga COnietns Ae voc acows yi eau Redwad 30,000 
MazanumMreresea 4 CO. ames ta iy tick <2 tiindge sv eke was 30,000 
Lehman Brothers Incorporated ..................... 30,000 
MocbwRhoadésiéc! Con i gee ek onley cds ed: 30,000 
Paine, Webber, Jackson & Curtis Incorporated ..... 30.000 
eynoldsmoecurities Inc. 2.2. .........0..2 Mates. 30,000 
Smith, Barney & Co. Incorporated ................. 30,000 
Riventhermu@s© Oy ONO net. cg. Seek ot se el 30,000 
White, Weld & Co. Incorporated ................... 30,000 
Dean Witter & Co. Incorporated ................... 30,000 
Shearson Hayden Stone Inc. ....................... 30,000 
Bi) securities Corporation, <6... cece cc cee 17,200 
Basle Securities Corporation ....................... 17,200 
BEAT RO LORIN SUC OlmnANe fcne Sick. oagubin sme bree wagons 17,200 
IMIEXEM BOWIE OONS 6c pnt cee kee ak cin ule ldea chee eueie ws 17,200 
Daiwa Securities America Inc. ...................... 17,200 
Rew erstadt maar ANC pr Qe a... suvcdesne sosts lteaminiapertuen «ats 17,200 
EuroPartners Securities Corporation .......... ..... 17,200 
Robert Fleming Incorporated ...................... 17,200 
Harris, Upham & Co. Incorporated .................. 17,200 
Kleinwort, Benson Incorporated ................... 17,200 
Moseley, Hallgarten & Estabrook Inc. .............. 17,200 
New Court Securities Corporation ................. 17,200 
The Nikko Securities Co. International, Inc. ........ 17,200 
Nomura Securities International, Inc. .............. 17,200 
Mopcohetmer “rio: GIN? hos. hens 2. Senger wh esws 17,200 
R. W. Pressprich & Co. Incorporated ................ 17,200 
oT g RRO NCTO O01 Va Sad Oo na 17,200 
Shields Model Roland Securities Incorporated ...... 17,200 
SoGen-Swiss International Corporation ............. 17,200 
Thomson & McKinnon Auchincloss Kohlmeyer Inc... _ 17,200 
Spencer Trask & Co. Incorporated ................. 17,200 
sucker Anthonyada Radia D8y Ain. s ues ee eee 17,200 
WB S2D Ba Cormorationie sa. Ako ecg) whee Coenen as 17,200 
Wanbure, Panibassbecker Inc. mire. 22. 40 satel 17,200 
mvecden.&.Co, Incorporated. . .. 0... echo ce ecw oe 17,200 
Wood, Struthers & Winthrop Inc. ................... 17,200 
Yamaichi International (America), Inc. ............. 17,200 
ANG WATTS A ORGS 32-3, at ee eC CRI EN RCS 9,000 
American Securities Corporation .................... 9,000 
Arnhold and S. Bleichroeder, Inc. .................. 9,000 
Baconawhipplees: (Co Lee... ao ee ae ee Rea 9,000 
Robert W. Baird & Co. Incorporated ............... 9,000 
Bateman Eichler, Hill Richards Incorporated ...... 9,000 
Witiam Blam & Compatiy 0 oe uk. te A ee 9,000 
Blunt Ellis & Simmons Incorporated ............... 9,000 
J. C. Bradford & Co., Incorporated ................. 9,000 
iuccherdnsingers. 25801) 6, 08 (eek Md ane 9,000 
@rowell. Weedon; .&&, Comedies gaara eed: Petes 9,000 
Dain, Kalman & Quail, Incorporated ............... 9,000 
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Underwriter_ 


Edwards & Hanly 
A. G. Edwards & Sons, Ince. 
Fahnestock & Co. 


First of Michigan Corporation 
Johnston, Lemon & Co. Incorporated 


Ladenburg, Thalmann & Co. Inc. 
Legg Mason/Wood Walker 


Div. of First Regional Securities, Inc............. 


Loewi & Co. Incorporated 
McDonald & Company 
Mitchell, Hutchins Inc. 
Moore, Leonard & Lynch, Incorporated 
New Japan Securities International Inc. 


The Ohio Company 
Piper, Jaffray & Hopwood Incorporated 
Prescott, Ball & Turben 
Rauscher Pierce Securities Corporation 
Robertson, Colman, Siebel & Weisel 
The Robinson-Humphrey oe: Ine. 
Rotan Mosle Inc. ...... 

Stern Brothers & Co. 
Sutro & Co. Incorporated 
Ultrafin International Corporation 
C. E. Unterberg, Towbin Co 
Wheat, First Securities, Inc. 
William D. Witter, Inc. 


Adams & Peck 
Birr, Wilson & Co., Inc. 
Boettcher & Company 
Bosworth, Sullivan & Company, Inc. 


Elkins, Stroud, Suplee & Co. 
Foster & Marshall Inc. 
Hambrecht & Quist 
Herzfeld & Stern 
J.J. B. Hilliard, W. L. Lyons, Inc. 


Interstate Securities Corporation 


The Milwaukee Company 
Newhard, Cook & Co. Incorporated 
Parker/Hunter Incorporated 
Reinholdt & Gardner 
Stern, Frank, Meyer & Fox, Incorporated 
Stifel, Nicolaus & Company Incorporated 
Underwood, Neuhaus & Co. Incorporated 


Anderson & Strudwick, Incorporated 
Baker, Watts & Co. 
Black & Company, Inc. 
Burgess & Leith ..... 
Davis, Skaggs & Co., Inc. 
R. G. Dickinson & Co. 
Equitable Securities Corporation 
Ferris & Company Incorporated 
First Mid America Ine. 
Freehling & Co. 


Josephthal & Co. 
Laidlaw-Coggeshall Inc. 
Manley, Bennett, McDonald & Co. 
A. HK. Masten & Co. Incorporated 
McDaniel Lewis & Co. 
Wm. C. Roney & Co. 


Total 


Faulkner, Dawkins & Sullivan Securities Corp. ..... 


Janney Montgomery Scott Inc. .................... 


The Nippon Kangyo Kakumaru Securities Co., Lid. .. 


The Chicago Corporationeeee ser spe aS attr yg en 
Howard, Weil, Labouisse, Friedrichs Incorporated ... 
Johnson, Lane, Space, Smith & Co., Tneivelh woke é 


Furman Selz Mager Dietz & Birney Incorporated 


The Underwriting Agreement dated October 7, 1975 with the U.S. Underwriters provides that the several 
obligations of the U.S. Underwriters are subject to approval of certain legal matters by counsel and to certain other 
conditions precedent, including completion of the purchase of Units from Bell Canada by the Canadian 
Underwriters. In the event of default by any U.S. Underwriter, the Underwriting Agreement with U.S. Underwriters 
provides that, in certain circumstances, purchase commitments may be revised or such Underwriting Agreement 
may be terminated. Bell Canada has been advised by the Representatives of the U.S. Underwriters that the 
several U.S. Underwriters propose initially to offer the Units to the public at the public offering price set forth on 
the cover page of this Prospectus with respect to Units initially offered in the United States, and to certain dealers 
at such price less a concession not in excess of US. $.75 per Unit. U.S. Underwriters may allow and such 
dealers may reallow a concession not in excess of U.S. $.25 per Unit. After the initial public offering of the 
Units, the public offering price and such concessions may be changed. 


Subject to the terms and conditions set forth in the Underwriting Agreement dated October 6, 1975 between 
Bell Canada and A. E. Ames & Co. Limited, Greenshields Incorporated, Dominion Securities Corporation 
Harris & Partners Limited, Wood Gundy Limited, McLeod, Young, Weir & Company Limited, Richardson 
Securities of Canada, Lévesque, Beaubien Inc. and a Canadian chartered bank, as Canadian Underwriters, Bell 
Canada has agreed to sell and the Canadian Underwriters have agreed to purchase on October 22, 1975, the 
Units to be purchased by the Canadian Underwriters at a price of Cdn. $26.50 per Unit, payable in cash to 
Bell Canada against delivery, and Bell Canada has agreed to pay the Canadian Underwriters a commission of 
Cdn. $1.25 per Unit. The obligations of the Canadian Underwriters under such Underwriting Agreement 
may be terminated at their discretion on the basis of their assessment of the state of the financial markets and 
may also be terminated by them upon the occurrence of certain stated events. The Canadian Underwriters are, 
however, obligated to take up and pay for all Units purchased by Canadian Underwriters if any of the Units are 
purchased under such Underwriting Agreement. 


Both Underwriting Agreements provide that Bell Canada is not required to sell any Units to either group 
of Underwriters unless Units are simultaneously sold to Underwriters under the other Underwriting Agree- 
ment. Additionally, the U.S. Underwriters and the Canadian Underwriters have entered into an agreement which 
will permit, subject to the terms and conditions set forth in such agreement, one group of Underwriters to 
purchase from the other group of Underwriters and offer for resale such Units as the selling group of Underwriters 
may from time to time have available to sell to the purchasing group of Underwriters. Units so purchased by 
the U.S. Underwriters from the Canadian Underwriters shall be at the price of Cdn. $25.75 per Unit and Units so 
purchased by the Canadian Underwriters from the U.S. Underwriters shall be at the price of US. $25.10 
per Unit. Since any Units so purchased by U.S. Underwriters will be paid for in Canadian funds and resold for 
US. funds, the resulting conversion may result in gains or losses. Such gains, if any, may be deemed additional 
underwriting compensation. 


Both Underwriting Agreements contain restrictions on the ability of Bell Canada and Northern Electric to sell 
equity securities of Bell Canada or Northern Electric prior to December 31, 1975, without the consent of the 
Underwriters. 


The Underwriting Agreements provide that Bell Canada will indemnify the several Underwriters against 
certain liabilities, including liabilities under the Securities Act of 1933, or contribute to payments the U.S. Under- 
writers may be required to make in respect thereof, and under applicable-securities legislation of the Provinces 
of Canada. 

LEGAL OPINIONS 

Certain legal matters in connection with the offering of the securities offered hereby will be passed upon for 
Northern Electric by Mr. Clive V. Allen, General Counsel of Northern Electric, for Bell Canada by Mr. Guy Houle, 
General Counsel of Bell Canada, and for both companies by Davis Polk & Wardwell of New York City; 
and for the Underwriters by McMaster, Meighen, Minnion, Patch, Cordeau, Hyndman & Legge of Montreal, 
and by Cravath, Swaine & Moore of New York City. As of July 31, 1975 Mr. Allen did not own beneficially any 
Common Shares of Northern Electric and Mr. Houle owned beneficially 571 Common Shares and 10 Preferred 
Shares of Bell Canada. 


The statements under “Taxes” with respect to Canadian taxes are set forth herein in reliance upon the 
opinion of McMaster, Meighen, Minnion, Patch, Cordeau, Hyndman & Legge and with respect to United States 
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taxes are set forth herein in reliance upon the opinion of Davis Polk & Wardwell. The statements under “Canadian 
Foreign Investment Review Act” and “Legal Proceedings” are set forth herein in reliance upon the opinion of 
counsel there named. 


EXPERTS 


The financial statements of Northern Electric and its subsidiary companies and of Bell Canada and Bell 
Canada and its subsidiary companies included in this Prospectus have been examined by the auditors of Northern 
Electric and Bell Canada, Touche Ross & Co., 1 Place Ville Marie, Montreal, Quebec, independent chartered 
accountants, as indicated in their reports, and are included herein in reliance upon said reports and upon the 
authority of said firm as experts in auditing and accounting. 


FURTHER INFORMATION 


Further information concerning Bell Canada and the Warrants and Common Shares of Bell Canada and 
Northern Electric and the Common Shares of Northern Electric appears in the Registration Statement of 
Bell Canada and Northern Electric and exhibits thereto which has been filed with the Securities and Exchange 
Commission in Washington, D.C. 
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No dealer, salesman or other person has been 
authorized to give any information or to make any 
representations other than those contained in this 
Prospectus in connection with the offer made by 
this Prospectus and, if given or made, such infor- 
mation or representations must not be relied upon 
as having been authorized by Northern Electric, 
Bell Canada or any of the Underwriters. Neither the 
delivery of this Prospectus nor any sale made here- 
under shall under any circumstances create an im- 
plication that there has been no change in the affairs 
of Northern Electric or Bell Canada since the date 
hereof. This Prospectus does not constitute an offer 
to sell, or a solicitation of an offer to buy, any securi- 
ties other than those to which it relates and does not 
constitute an offer or solicitation by anyone in any 
jurisdiction in which such offer or solicitation is not 
authorized or in which the person making such offer 
or solicitation is not qualified to do so or to anyone to 
whom it is unlawful to make such offer or solicitation. 


a 


5,250,000 Common Shares of 


Northern Electric 


COMPANY, LIMITED 


With Warrants to purchase 
2,625,000 Common Shares of 


Bell Canada 


Salomon Brothers 


Merrill Lynch, Pierce, 
Fenner & Smith 


Incorporated 


A. E. Ames & Co. 


Incorporated 


Wood Gundy 


Incorporated 


Prospectus 


Dated October 7, 1975. 


